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Budget  Message 


To  the  Members  of  the  Legislature  of  California: 

The  fiscal  plan  of  California  is  really  two  separate  and  quite 
distinct  budgets.  The  first,  and  by  far  the  largest,  is  made  up  of 
monies  which  the  State  collects  from  its  citizens  and  then  sends 
back  to  cities,  counties,  other  governmental  jurisdictions,  and 
most  significantly,  school  districts.  State  assistance  to  local  agen- 
cies represents  about  two-thirds  of  all  our  expenditures. 

The  second  budget  comprises  the  remaining  one-third  of  the 
money  collected  to  run  the  traditional  functions  of  state  gov- 
ernment, such  as  the  University  and  college  systems,  beach  and 
park  development  and  operations,  mental  hospitals,  and  highway 
construction. 

As  I  mentioned  in  my  budget  message  in  1970,  I  have  long 
felt  that  the  fiscal  plan  for  the  State  of  California  should  be 
prepared  as  two  separate  budgets  to  more  dramatically  empha- 
size the  State's  two  distinct  funding  roles. 

Therefore,  this  year  I  have  asked  the  Director  of  Finance  to 
submit  (1)  a  local  assistance  budget,  and  (2)  a  state  operations 
budget.  While  they  will  be  bound  together  in  a  single  volume 
for  convenience,  I  am  hopeful  that  the  executive  and  legislative 
branches  will  consider  each  one  separately  in  order  that  Califor- 
nians  may  better  understand  the  extent  to  which  state  govern- 
ment merely  acts  as  an  efficient  tax  collector  for  the  benefit  of 
local  government. 
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LOCAL  ASSISTANCE 

State  contributions  for  local  assistance  in  1971-72  were  $4,- 
329,191,284.  For  the  budget  year  of  1972-73,  the  State  will  assist 
local  government  $4,899,670,225,  an  increase  of  13.2  percent.  This 
increasing  state  support  for  local  governmental  agencies  is  in 
recognition  of  the  vital  role  they  play  as  the  very  backbone  of 
our  governmental  system. 

Education 

The  local  assistance  budget  I  am  submitting  reflects  the  high 
priority  I  believe  education  must  continue  to  receive  in  the  allo- 
cation of  our  scarce  tax  resources.  In  both  local  assistance  and 
state  operations,  we  again  have  endeavored  to  give  first  con- 
sideration to  the  needs  of  educating  our  young  people. 

We  are  suggesting  one  of  the  largest  budgeted  year-to-year 
increases  for  the  support  of  local  schools  in  California's  history. 
Particularly  pleasing  to  me  is  the  reform  of  the  Teachers'  Re- 
tirement System.  Legislation  passed  and  signed  during  the  1971 
session  after  three  years  of  extensive  Administration-Legisla- 
tive effort,  marks  a  giant  step  forward  in  assuring  the  kind  of 
long-term  financial  security  our  local  school  teachers  and  their 
families  deserve.  The  landmark  legislation  provides  for  an  ac- 
tuarially sound  funding  basis  for  the  first  time  in  the  history  of 
the  Teachers'  Retirement  System.  This  Budget  reflects  the  first 
of  thirty  annual  payments  of  $135  million  as  set  forth  in  this 
reform  bill  and  $42  million  in  increased  local  school  apportion- 
ments. 

In  addition,  I  am  pleased  to  be  able  to  recommend  $65  million 
in  new  money  for  California's  local  schools.  This  is  the  fourth 
time  under  this  Administration  that  state  support  for  local 
schools  has  been  increased,  representing  a  net  increase  of  approx- 
imately $560  million  in  new  money  for  local  schools. 

While  recommending  the  $65  million  in  new  school  funds, 
it  is  important  to  recognize  that  a  recent  California  State 
Supreme  Court  opinion  has  indicated  the  necessity  for  rethink- 
ing the  financing  of  our  public  systems  of  elementary  and 
secondary  education.  In  my  tax  reform  proposals  during  the 
past  few  years,  I  have  advocated  a  move  toward  more  equitable 
school  financing.  These  proposals  have  not  yet  been  enacted  into 
law.  In  the  coming  year,  we  expect  to  work  closely  with  the 
Legislature,  the  Superintendent  of  Public  Instruction,  and  in- 
terested local  groups  to  revise  the  funding  for  local  schools  in 
order  to  achieve  a  more  equitable  educational  financing  system. 
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Medi-Cal 

Based  on  preliminary  welfare  caseload  projections  compiled 
earlier  this  year,  the  proposed  Medi-Cal  budget  for  1972-73,  as 
printed,  is  $655  million  (General  Fund).  This  represents  an  in- 
crease of  only  nine  percent  over  the  $597  million  Medi-Cal 
budget  I  signed  for  the  current  fiscal  year.  In  contrast,  during 
the  previous  four  years,  approved  Medi-Cal  budgets  rose  three 
times  as  fast — by  an  average  of  31  percent  per  year. 

However,  due  to  a  steadily  declining  welfare  caseload  during 
the  past  eight  months,  it  now  appears  that  there  will  be  an  $80 
million  General  Fund  savings  in  the  Medi-Cal  budget  for  the 
current  fiscal  year.  This  would  reduce  Medi-Cal  expenditures 
this  year  to  $517  million — only  six  percent  above  the  previous 
year's  spending  level  ($484  million). 

And,  if  California's  welfare  caseload — to  which  Medi-Cal  is 
tied  directly — should  continue  to  decline  or  generally  level  out 
in  the  year  to  come,  it  is  entirely  possible  that  a  similar  sav- 
ings in  Medi-Cal  expenditures  could  be  made  in  1972-73.  If 
this  were  to  occur,  it  would  reduce  the  budgeted  $655  million 
for  Medi-Cal. 

Caseload  projections  which,  for  the  first  time,  will  take  into 
account  the  continuing  effects  of  our  administrative  reforms  and 
those  resulting  from  the  new  welfare  reform  law,  will  provide 
the  basis  in  June  for  whatever  readjustment  may  be  necessary 
in  next  year's  budget. 

Welfare 

As  a  result  of  the  enactment  of  the  new  welfare  reform  law 
and  the  far-reaching  administrative  reforms  implemented  by 
this  administration,  the  rate  of  increase  in  General  Fund  ex- 
penditures for  Social  Welfare  in  1972—73  will  amount  to  only  a 
third  of  what  it  was  each  year  during  the  past  three  years. 

While  the  average  increase  in  the  General  Fund  budget  for 
welfare  has  been  20  percent  a  year  over  the  past  three  years, 
the  expenditure  program  I  am  proposing  for  1972-73  in  Social 
Welfare  will  go  up  to  only  7.3  percent,  or  $54  million  above  the 
current  Welfare  budget. 

Because  the  Welfare  Reform  Act  of  1971  requires  the  State 
to  pick  up  a  percentage  of  the  local  cost  of  administering  wel- 
fare— a  burden  previously  borne  by  county  property  taxpayers 
— the  great  bulk,  or  $49  million  of  the  $54  million  increase,  will 
be  returned  to  the  counties  to  cover  their  administrative  func- 
tions. 


Had  this  Administration  not  moved  energetically  to  reform 
California's  welfare  system,  the  additional  state,  local  and  Fed- 
eral costs  to  the  taxpayers  this  fiscal  year  (1971-72)  would  have 
been  $338  million  greater  ($147  million  more  in  General  Fund 
monies)  than  they  actually  will  be. 

And,  without  these  same  reforms,  we  estimate  that  the  in- 
creased welfare  burden  on  the  people  in  1972-73  (Federal,  state 
and  local  costs)  would  amount  to  nearly  three  quarters  of  a  bil- 
lion dollars  more  than  we  believe  it  will  be  under  the  budget  I 
am  proposing.  Without  reform,  General  Fund  costs  for  welfare 
in  the  coming  fiscal  year  would  be  $262  million  higher  than  the 
budget  I  am  submitting  to  you. 

Translated  into  caseload,  this  means  that  had  we  not  reformed 
welfare,  there  would  be  3.1  million  persons  on  the  rolls  in  June 
of  1973,  at  least  700,000  more  than  the  number  we  can  now  look 
forward  to  in  that  same  month. 

Property  Tax  Relief 

During  the  1971  session  we  were  successful  in  achieving  $46 
million  in  senior  citizens'  property  tax  relief,  a  continuation  of 
the  30  percent  reduction  in  business  inventory  relief  and,  for 
the  first  time,  meaningful  state  support  for  preserving  Califor- 
nia's open  space.  For  these  programs,  our  budget  reflects  in- 
creased property  tax  relief  amounting  to  $170  million.  Total  tax 
relief  for  1972-73  when  combined  with  the  state  relief  given  to 
California's  homeowners  will  total  $464.0  million.  While  much 
more  must  be  done  to  provide  the  kind  of  substantial  and  last- 
ing property  tax  relief  which  our  beleaguered  California  home- 
owners urgently  need  and  deserve,  the  shifts  from  the  property 
tax  provided  last  year  are  a  step  in  the  right  direction. 

STATE  OPERATIONS 

This  budget  does  not  reflect  the  degree  of  austerity  which  was 
necessary  during  the  current  year.  However,  let  me  assure  you 
that  I  will  demand  that  state  managers  continue  to  use  their 
skill,  ingenuity,  and  diligence  in  seeking  the  same  kind  of  econo- 
mies which  we  have  achieved  in  the  past.  Scarce  taxpayers'  dol- 
lars must  be  conserved  and  utilized  in  the  most  efficient  manner 
possible. 

Higher  Education 

This  budget  provides  our  State  University  and  Colleges  Sys- 
tem a  general  fund  increase  of  $31.5  million  in  support  of  a 
projected  growth  in  enrollment  of  11,680  students  and  637  new 
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faculty.  I  am  particularly  impressed  with  the  manner  in  which 
our  newly  named  California  State  University  and  Colleges  are 
approaching  the  need  for  ingenuity  and  imagination  in  educa- 
tion. I  have  therefore  proposed  that  the  system  receive  a  $4.5 
million  Innovation  Fund.  Some  of  the  innovations  this  will 
cover  are  new  technological  approaches  in  the  operation  of 
libraries,  strengthening  of  the  role  of  department  heads  to  man- 
age more  effectively,  and  the  implementation  of  the  "weekend" 
college  concept  which  will  enable  more  of  our  working  men  and 
women  to  enjoy  the  benefits  of  higher  education. 

I  also  am  proposing  a  General  Fund  increase  of  $18.7  million 
for  the  University  of  California  to  support  1,287  additional  stu- 
dents and  159  more  faculty.  Of  great  importance  is  the  fact  that 
this  budget  provides  $42.6  million  for  salary  increases  in  both 
our  systems  of  higher  education.  I  am  confident  that  this  will  help 
both  the  University  and  the  Colleges  to  continue  to  provide  the 
quality  of  educational  experience  which  has  made  these  systems 
leading  institutions  of  higher  education  in  the  country. 

Student  Financial  Aid 

I  am  proposing  a  41  percent  increase  in  general  fund  support 
for  the  Scholarship  and  Loan  Commission  amounting  to  $8.2 
million.  This  will  include  a  new  program  of  contracting  with 
California  independent  medical  schools  for  additional  medical 
students,  a  new  graduate  fellowship  program,  and  expansion  of 
the  very  successful  college  opportunity  grant  program.  For  the 
first  time  ever,  we  have  summarized  in  the  Governor's  Budget 
all  identifiable  financial  aids  available  to  students  who  need  this 
kind  of  help  to  complete  their  college  work.  This  summary  indi- 
cates that  $288.7  million  of  Federal  and  State  funds  will  be 
available  in  1972-73  for  students  enrolled  in  all  universities  and 
colleges  in  California,  compared  to  $270.4  million  in  the  current 
year.  These  aids  should  assist  many  more  students  to  benefit 
from  the  kinds  of  educational  opportunities  which  may  other- 
wise not  be  available. 

Human  Relations 

The  budget  I  am  proposing  for  Human  Relations  reflects,  on 
a  program  basis,  the  needs  of  several  significant  areas:  Alco- 
holism, Mental  Retardation,  and  Narcotics  and  Dangerous 
Drugs.  Under  this  approach,  programs  are  presented  for  legis- 
lative and  executive  review  without  the  fragmentation  implicit 
in  multiple  organizational  responsibility. 

Our  correctional  programs  are  continuing  to  experience  re- 
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duced  populations  reflecting  the  favorable  recidivism  which  re- 
sults from  innovative  correctional  practices.  There  have  been 
instances  of  tragic  violence  in  our  correctional  institutions,  and 
in  order  to  protect  the  lives  of  correctional  officers  and  other  in- 
mates we  have  instituted  additional  security  procedures  together 
with  improved  psychiatric  care. 

The  progress  we  are  making  in  treating  the  mentally  ill  and 
retarded  is  a  particular  source  of  satisfaction.  This  budget  will 
enable  us  to  maintain  our  high  staffing  standards  for  the  men- 
tally ill  and  to  continue  to  improve  staffing  for  the  mentally 
retarded. 

The  number  of  patients  in  our  mental  hospitals  is  continuing 
to  decline,  a  fact  which  proves  the  effectiveness  of  local  treatment 
programs  under  the  Lanterman-Petris-Short  Act. 

In  order  to  combat  the  epidemic  problem  of  venereal  disease, 
I  am  proposing  a  funding  level  which  will  enable  us  to  continue 
the  educational  program  we  established  this  year. 

In  furthering  the  objectives  of  self -fulfillment  and  self-suffi- 
ciency embodied  in  the  new  welfare  reform  law,  we  plan  to  con- 
tinue, in  this  budget,  programs  of  rehabilitation  training  serv- 
ices to  enable  welfare  recipients  to  enter  the  world  of  work 
through  both  public  service  jobs  and  private  employment. 

Resources 

This  budget  provides  a  substantial  increase  in  funds  to  further 
protect  and  preserve  the  quality  of  California's  environment,  in- 
cluding the  maintenance  of  air  and  water  quality  standards,  and 
expanded  hunting  and  fishing  opportunities. 

We  are  continuing  to  expand  recreational  opportunities  by 
opening  new  beach  and  park  facilities  and  by  providing  accommo- 
dations for  additional  use  at  many  existing  locations. 

Law  Enforcement 

I  am  proposing  a  significant  increase  in  funding  for  the  law 
enforcement  functions  of  the  Department  of  Justice  and  new 
matching  monies  to  enable  the  California  Council  on  Criminal 
Justice  to  receive  Federal  assistance  under  the  Omnibus  Crime 
Control  and  Safe  Streets  Act. 

Salary  Increase  Funds 

Economic  necessity  required  us  to  forego  general  salary  in- 
creases for  state  employees  in  1971-72.  There  never  was  any 
question  in  our  minds  that  our  employees  deserved  an  increase. 
Under  this  administration,  the  number  of  state  employees  has 
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actually  decreased  despite  California's  continued  growth  during 
these  five  years.  This  means  in  many  departments,  the  workload 
increase  has  been  absorbed  with  no  increase  in  staff.  We  are 
happy  this  year  that  we  can  recognize  their  dedication  by  includ- 
ing in  the  budget  $95.8  million  for  salary  increases  and  for  cor- 
recting salary  inequities.  This  is  equivalent  to  a  5  percent  salary 
increase  for  state  employees  and  7-J-  percent  for  academic  em- 
ployees of  the  University  of  California  and  the  State  Colleges. 

Conclusion 

During  the  past  two  years  we  have  found  it  necessary  to  ad- 
vise the  Legislature  at  periodic  intervals  that  revenues  were  not 
meeting  expectations.  The  State  and  Nation  have  felt  the  effects 
of  inflation  and  unemployment  as  we  have  made  the  painful  tran- 
sition from  a  war-time  to  a  peace-time  economy.  A  rapid  shift 
in  national  priorities  away  from  defense  and  space  has  affected 
many  states  adversely,  including  California. 

This  year  I  am  happy  to  report  that  we  can  expect  a  vigorous 
economic  recovery  across  the  State.  An  additional  175,000  jobs 
will  be  created  in  California  in  1972.  The  personal  income  our 
citizens  receive  will  reach  almost  $101  billion,  a  gain  of  eight 
percent.  The  increases  will  be  sustained,  and  in  virtually  all  eco- 
nomic sectors.  We  expect  the  President's  New  Economic  Policy 
to  aid  the  expansion  and  also  hold  down  inflation.  This  will  en- 
able state  revenues  to  resume  a  normal  growth  pattern  and  in- 
sure against  a  tax  increase. 

I  ask  your  cooperation  in  the  months  ahead  as  you  consider 
the  fiscal  plan  which  we  are  submitting  this  tenth  day  of  the 
1972  Legislative  Session  in  accordance  with  Article  IV,  Section 
12  of  the  State  Constitution,  amended  November  3,  1970. 
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ATE  OF  CALIFORNIA  RONALD   REAGAN,  Governor 


EPARTMENT  OF  FINANCE 

.CRAMENTO 

Letter  of  Transmittal 

Governor  Reagan: 

The  budget  which  any  Director  of  Finance  submits  to  his 
Governor  is  heavily  influenced  by  the  projected  economic  climate 
of  California  for  the  budget  year.  It  is  a  pleasure  to  transmit 
the  1972-73  budget  with  the  firm  belief  that  California's  health 
is  on  the  upturn,  economically. 

One  year  ago  we  faced  the  bleak  prospect  of  rising  unemploy- 
ment and  revenues  which  would  rise  far  less  than  normal.  Today, 
economists  are  nearly  unanimous  in  feeling  that  the  recession 
has  bottomed  out  and  that  the  year  ahead  will  see  unemployment 
dropping.  As  the  labor  force  grows,  our  personal  income  tax 
receipts  grow,  more  goods  are  purchased  and  our  sales  tax  reve- 
nues rise,  and  banks  and  corporations  also  face  a  brightened 
future. 

One  year  ago  it  was.  necessary  to  ask  California's  state  em- 
ployees to  forego  a  pay  raise,  it  was  necessary  to  use  funds  from 
the  contingency  reserve  of  the  teachers  retirement  to  meet  the 
obligations  in  that  area,  and  numerous  other  one-time  measures 
had  to  be  adopted. 

With  the  adoption  of  withholding  and  the  projected  increase 
in  revenues,  the  situation  is  reversed  in  the  budget  which  I  am 
transmitting.  Money  is  proposed  for  an  increase  for  state  em- 
ployees, with  a  substantial  additional  sum  for  faculty  in  the 
University  and  State  Colleges,  and  the  teachers'  retirement  sys- 
tem has  been  placed  on  a  sound  footing  by  legislation  passed  and 
signed  during  the  1971  session. 

It  is  highly  doubtful  if  there  could  ever  be  enough  revenue  to 
meet  all  the  demands  of  all  the  interest  groups  in  the  State  who 
would  like  to  see  enhanced  spending  for  their  particular  pro- 
grams. The  budget  for  1972-73  is  a  good  budget;  it  meets  the 
needs  of  the  State  and  provides  a  modest  reserve  for  contingen- 
cies that  might  arise. 


VERNE  ORR 

Director  of  Finance 
January  12,  1972 
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Schedule  1 

GENERAL  BUDGET  SUMMARY1 

General  Fund 

Reference 

to                    Actual  Estimated  Estimated 

Schedule            1970-71  1971-72  1972-73 
PRIOR  TEAR  BALANCES  AVAILABLE  2 

Reserve  for  Unencumbered  Balances  of  Continuing  Appropria- 
tions                4              $130,023,090  $22,379,460  $6,609,549 

Ending  Resources 4                 386,178,071  173,487,205  527,941,428 

Total  Prior  Year  Balances  Available   4               $516,201,161  $195,866,665  $534,550,977 

CURRENT  INCOME  (Revenue  and  Transfers)  3 2              4,533,525,657  5,314,645,913  5,779,856,036 

Total   Available    $5,049,726,818  $5,510,512,578  $6,314,407,013 

EXPENDITURES  AND  CONTINUING  APPROPRIATIONS 

State   Operations   3            $1,385,074,315  $1,441,931,004  $1,594,435,658 

Capital  Outlay   3                   72,546,037  17,340,954  3,032,000 

Local   Assistance   3              3,396,239,801  3,516,689,643  4,059,647,748 

Total  Expenditures* 3            $4,853,860,153  $4,975,961,601  $5,657,115,406 

Reserve  for  Unencumbered  Balances  of  Continuing  Appropria- 
tions                4                  22,379,460  6,609,549  1,322,461 

Total  Expenditures  and  Continuing  Appropriations $4,876,239,613  $4,982,571,150  $5,658,437,867 

ENDING  RESOURCES   $173,487,205  $527,941,428  $655,969,146 

Reserve  for  Working  Capitals J,                 343,894,770  331,555,000  348,081,000 

Reserve  in  Accordance  with  Chapter  1,  Statutes  of  1971,  First 

Extraordinary  Session  6 4                                     -  150,000,000  150,000,000 

Unrestricted  Surplus 4              -170,407,565  46,386,428  157,888,146 

Special  Funds 

PRIOR  YEAR  BALANCES  AVAILABLE 

Reserve  for  Unencumbered  Balances  of  Continuing  Appropria- 
tions                4              $196,845,931  $183,785,957  $183,838,335 

Ending   Resources   4                   55,070,667  94,547,085  79,030,593 

Total  Prior  Year  Balances  Available 4               $251,916,598  $278,333,042  $262,868,928 

CURRENT  INCOME  (Revenue  and  Transfers) 2              1,385,764,436  1,479,817,768  1,586,336,627 

Total  Available $1,637,681,034  $1,758,150,810  $1,849,205,555 

EXPENDITURES  AND  CONTINUING  APPROPRIATIONS 

State   Operations   3               $379,539,590  $403,260,113  $444,929,597 

Capital  Outlay 3                 299,494,038  342,033,965  393,150,574 

Local   Assistance   3                 680,314,364  749,987,804  744,438,429 

Total  Expenditures  3            $1,359,347,992  $1,495,281,882  $1,582,518,600 

Reserve  for  Unencumbered  Balances  of  Continuing  Appropria- 
tions                  4                 183,785,957  183,838,335  212,367,349 

Total  Expenditures  and  Continuing  Appropriations $1,543,133,949  $1,679,120,217  $1,794,885,949 

ENDING  RESOURCES  4                 $94,547,085  $79,030,593  $54,319,606 

1  The  General  Budget  Summary  includes  the  revenues  and  expenditures  of  all  state  funds  and   activities  that   reflect  the  cost  of 

state  government.  The  transactions  involving  bond  funds,   federal  funds,  and  other  nongovernmental  cost  funds  are  excluded. 

2  Yearend  surplus  and  reserves  reported  by  the  State  Controller  for   the   1969-70   fiscal   year   were   $513,045,139.  Additional  prior 

year  adjustments  of  $3,156,022  have  increased  that  total  to  $516,201,161. 

3  Income  for  the  General  Fund  includes  revenues  which  were  originally  deposited  in  a  special  fund  and  subsequently  transferred  to 

the  General  Fund,  and  transfers  of  surplus  from  special  funds.  Such  amounts  are  reduced  from  special  fund  revenues. 

*  Expenditures  from  the  General  Fund  include  amounts  transferred  to  special  funds  and  expenditures  from  special  funds  are  re- 

duced by  a  like  amount. 

5  Chapter  571,  Statutes  of  1970,  requires  the  State  Controller  to  reduce  the  Ending  Resources  by  a  Reserve  for  Working  Capital 
beginning  with  the  1969-70  fiscal  year.  This  reserve,  in  effect,  limits  the  unrestricted  surplus  to  the  actual  cash  balance  at 
the  end  of  the  fiscal  year. 

*  Chapter  1,  Statutes  of  1971,  First  Extraordinary  Session,  requires  that  $150,000,000  of  the  one-time  nonrecurring  revenue  pro- 

vided for  by  that  act  shall  be  used  for  capital  outlay  purposes.  This  reserve,  in  effect,  limits  the  unrestricted  surplus  by  this 
amount  appropriated  only  for  capital  outlay  purposes. 
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Schedule  1-A 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION  JUNE  30,  1972 

Reconciliation  of  the  Changes  from  the  Previous  Budget  Estimates 

1971-72  1972-73 

Governor's  Governor's 

Budget  Budget 

previous  revised 

1970-71  fiscal  year                                                            estimate  estimate 

Income  (revenues  and  transfers) $4,613,091,617  $4,533,525,657 

Outgo : 

State  operations $1,390,426,208  $1,385,074,315 

Capital  outlay 77,542,921  72,546,037 

Local  assistance 3,422,526,619  3,396,239,801 

Expenditures  $4,890,495,748  $4,853,860,153 

Prior  Year  Surplus  Adjustments -  $3,156,022 

1971-72  fiscal  year 

Income  (revenues  and  transfers) $5,039,129,972  $5,314,645,913 

Outgo : 

State  operations $1,410,731,769  $1,441,931,004 

Capital  outlay 9,987,000  17,340,954 

Local  assistance  3,454,717,515  3,516,689,643 

Expenditures  $4,S75,436,284  $4,975,961,601 

Reserve  in  accordance  with  Chapter  1,  Statutes  of  1971,  1st  E.S.—  -  $150,000,000 

Reserve  for  unencumbered  balances  of  continuing  appropriations $59,900  $6,609,549 

Reserve  for  working  capital $397,318,000  $331,555,000 

EFFECT  OF  REVISED  ESTIMATES  AS  REPORTED  IN  THE  1972-73  GOVERNOR'S  BUDGET- 
GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30,  1972,   as  estimated  in 
the  1971-72  budget 

GENERAL  FUND  SURPLUS  AVAILABLE  FOR  APPROPRIATION,  June  30,  1972,   as  estimated  in 
the  1972-73  budget 


Adjustment 

of 

surplus 

-$79,565,960 

$5,351,893 

4,996,884 

26,286,818 

$36,635,595 

$3,156,022 


$275,515,941 

-$31,199,235 

-7,353,954 

-61,972,128 

-$100,525,317 

-$150,000,000 
-$6,549,649 
$65,763,000 

$44,429,632 


$1,956,796 


$46,386,428 
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CHART  1 

REVENUE  DOLLARS 

1972-73  FISCAL  YEAR 


INHERITANCE  TAX 
3.70 


TOTAL 
REVENUES 


SALES  TAX 
28.6( 


MOTOR  VEHICLE 

LICENSE  FEES 

3.7$ 


PERSONAL  INCOME  TAX 
25.50 


HORSERACING  FEES 
1.00 


HIGHWAY  USERS  TAX 

14.40 


INSURANCE  TAX 

BANK  &  "  pipipCT^C  ray      LIQU0R  1  EA 

CORPORATION  TAX  ,"  LICENSE  FEES  * 

10.50  °  1.90 


INHERITANCE  TAX 
4.80 


OTHER 
3.40 


GENERAL  FUND 
REVENUES 


SALES  TAX 
36.50 


BANK  & 

CORPORATION  TAX 

13.30 


CIGARETTE  TAX 
3.00 


PERSONAL  INCOME  TAX 
32.50 


HORSERACING  FEES 
1.10 

INSURANCE  TAX 
3.20 
LIQUOR 
LICENSE  FEES 
2.20 
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CHART  2 


EXPENDITURE  DOLLARS 

1972-73  FISCAL  YEAR 


TOTAL 
EXPENDITURES 


AGRICULTURE 
BUSINESS  &  I  SERVICES 

TRANSPORTATION  1.50 

1O.10 

PROPERTY 

TAX  RELIEF 

6.40 


RESOURCES 
1.70 


OTHER 
5.50 


SHARED  REVENUE 
9.40 


HIGHER  EDUCATION 
10.90 


HUMAN  RELATIONS 
28.40 


EDUCATION 
26.10 


BUSINESS  & 
TRANSPORTATION 
0.40 
PROPERTY  TAX  RELIEF 
8.10 

OTHER 
5.90 

SHARED  REVENUE 
0.1 0 


GENERAL  FUND 
EXPENDITURES 

HIGHER  EDUCATION 
13.20 


AGRICULTURE 
&  SERVICES 

150         /RESOURCES 
1.50 


HUMAN  RELATIONS 
36.30 


EDUCATION 
33.00 
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Format  Changes 

The  total  budget  consists  of  a  Governor's  Budget, 
the  Governor's  Budget  Supplement,  and  the  Supple- 
ment for  Salaries  and  Wages.  The  Governor 's  Budget 
presents  proposed  departmental  expenditures  includ- 
ing capital  outlay  in  a  summary  format  and  presents 
appropriation  items  by  Budget  Bill  item  number  and 
amount.  The  local  assistance  programs  have  been  con- 
solidated into  a  separate  section  which  is  presented  at 
the  end  of  the  volume.  The  entire  budget  and  the 
Budget  Bill  are  organized  by  agency  and  share  the 
same  sequence  with  the  exception  of  capital  outlay 
which  by  law  must  be  appropriated  by  a  separate  sec- 
tion of  the  Budget  Bill.  Each  departmental  budget 
contains  a  summary  of  program  requirements  and  a 
synopsis  of  workload  and  administrative  changes,  as 
well  as  a  summary  by  object  for  the  state  operations 
and  local  assistance  portions.  Proposed  capital  outlay 
expenditures  are  summarized  at  the  end  of  each  de- 
partment 's  state  operations  budget. 

The  Governor 's  Budget  Supplement  is  organized  by 
agency  and  presents  the  complete  program  budget, 
changes  in  authorized  positions,  and  capital  outlay. 
The  Supplement  for  Salaries  and  Wages  presents  the 
currently  authorized  level  of  staffing. 


Allocation  Technique  Used  in  Budget  Decisions 

In  this  budget,  as  in  the  previous  budget,  the  ex- 
penditure program  was  subjected  to  a  stringent  re- 
view covering  the  programs  themselves  and  the  level 
of  expenditures  within  programs.  The  decision  process 
for  the  development  of  the  1972-73  budget  was  altered 
to  provide  for  more  concentration  of  time  and  effort 
on  the  policy  issues,  on  programs  and  on  changes. 

The  process  started  with  the  preparation  of  a  base- 
line budget  planning  estimate  for  each  department 
which  included  the  currently  authorized  expenditure 
level  plus  specifically  approved  price  increases.  Ad- 
justments to  the  base-line  estimate  were  prepared  in 
the  form  of  program  change  proposals  and  program 
maintenance  proposals. 

Each  agency  secretary  and  the  Director  of  Finance, 
for  those  departments  which  do  not  come  under  an 
agency,  then  reviewed  in  formal  agency  hearings  the 
"change  proposals"  in  their  areas  and  confirmed  the 
priority  items  and  their  designations.  The  composite 
evaluation  and  decisions  were  then  made  by  the  Cab- 
inet. 

This  process  served  to  enforce  the  reevaluation  by 
each  department  of  all  programs  under  its  direction, 
and  to  consider  each  part  in  comparison  to  the  whole, 
and  propose  an  allocation  of  scarce  resources  in  such  a 
manner  as  to  gain  the  greatest  progress  toward  their 
overall  goal. 
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TABLE  I 

PERSONNEL  MAN-YEARS  AND   SALARY  COST   ESTIMATES 


1910-11  Fiscal  Year 

Personnel  n 

FUNCTION  man-years  tost 
General  Government : 

Legislative    242.6  $3,864,073 

Judicial 767.1  16,363,136 

Executive   401.6  4.51)1,057 

General  administration 6,136.9  66,349,575 

Miscellaneous 38.4  356,116 

Unallocated  salary  increase -  - 

Subtotals,  General  Government 7,586.6  $91,523,957 

Agriculture  and  Services 11,606.1  $113,805,381 

Business  and  Transportation 33,899.6  350,565,616 

Resources   10,647.5  111.323,121 

Human  Relations 46,049.8  454,464,665 

Education : 

Education 2,197.4  22.904.394 

Higher  education 69,593.7  710,493,523 

Totals   181,580.7  $1,855,080,657 

CLASSIFICATION 

Statutory    322  $8,393,278 

Exempt*    1,262  19,006.811 

Civil   service   110,642.2  1,116,897,567 

University  of  California 40,426.8  403,142,927 

Auxiliary  facilities,  University  of  California  _  1,757.2  11,070,360 

Hastings  College  of  Law 97.3  1,483,648 

State  colleges  and  trustees 26,155.6  288,965,301 

Other  state  college  facilities 917.6  6,120,765 

Unallocated  salary  increase —  — 

Totals   181,580.7  $1,855,080,657 

*  Includes  superior  court  judges'  salary  and  man-year  data. 


1911-12  Fiscal  Year 


1912-13  Fiscal  Year 


Personnel 

Cost 

Personnel 

Cost 

man-years 

man-years 

258 

$4,137,514 

256 

$4,173,799 

792.7 

17,569,115 

820.8 

17,979,800 

412 

4.659,704 

412.8 

4,741.124 

6,692.4 

71,780.025 

6,813.9 

74,545,482 

38.7 

367,373 

38.7 

373,106 

- 

1,583,072 
$100,096,803 

- 

107,002,000 

8,193.8 

8,342.2 

$20S,815,311 

11,600.9 

$114,330,800 

11,593.7 

$115,943,259 

34,535.8 

358,627,344 

34,764.6 

364.911,585 

10,598 

109.843,928 

10,376 

108.756,883 

4S,888.4 

468,352,330 

44,85S 

451,483,813 

2,363.7 

24.973.257 

2,392.3 

26,077,037 

70,065.9 

755,405,133 

73,113.9 
185,440.7 

792,009,157 

186,246.5 

$1,931,629,595 

$2,067,997,045 

333 

$8,881,339 

333 

$8,834,528 

1,298 

22,048,449 

1,326.1 

24.166.638 

114,830.2 

1,146,828.318 

111,928.7 

1,150,032,917 

39,657.8 

415,516,964 

39,913.3 

426,429.076 

1,915.6 

12,642,960 

2,082.6 

13,745,160 

123 

1,689,585 

141 

1.881.058 

26,148.4 

306,649,353 

27,831.2 

320,720,506 

1,940.5 

15,789,555 

1,884.8 

15,185,162 

- 

1,5S3,072 
$1,931,629,595 

- 

107,002,000 

186,246.5 

185,440.7 

$2,067,997,045 
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Under  this  heading  are  programs  not  related  to  an 
agency.  These  include  the  constitutional  officers  and 
boards,  and  various  other  boards,  commissions  and 
departments.  Also  included  under  this  heading  are  the 
judicial  and  legislative  branches  of  government. 

Tax  Relief 

The  establishment  of  a  program  to  provide  property 
tax  relief  has  been  and  continues  to  be  a  major  con- 
cern of  this  administration.  The  first  steps  in  estab- 
lishing a  program  began  in  1967  with  the  senior 
citizens'  property  tax  relief  program.  Homeowners' 
property  tax  relief  and  personal  property  tax  relief 
were  added  in  1968.  The  personal  property  tax  relief 
program  was  increased  in  1969. 

These  programs  represent  a  broad-based  effort  with 
the  object  of  providing  meaningful  property  tax  re- 
lief. Expenditures,  in  terms  of  both  direct  payments 
to  individuals  and  payments  to  local  jurisdictions  to 
replace  tax  loss,  will  increase  significantly  as  a  result 
of  Chapter  1,  Statutes  of  1971,  First  Extraordinary 
Session.  A  brief  description  of  these  changes  is  in- 
cluded in  the  discussion  of  the  revenue  estimates. 

The  following  is  a  short  discussion  of  each  of  the 
property  tax  relief  programs: 

Senior  Citizens'  Property  Tax  Relief 

Chapter  930,  Statutes  of  1967,  established  the  first 
step  in  providing  property  tax  relief.  This  program 
provides  direct  payment  of  property  tax  refunds  to 
senior  citizens  with  limited  incomes.  Expenditures  for 
this  program  will  increase  significantly  for  the 
1972-73  fiscal  year  as  a  result  of  Chapter  1,  Statutes 
of  1971,  First  Extraordinary  Session. 

Homeowners'  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  First  Extraordinary 
Session  broadened  the  property  tax  relief  program 
to  include  general  individual  homeowners.  The  first 
year  of  the  program  provided  a  direct  payment  of 
$70  for  each  qualified  homeowner.  The  program  now 
provides  a  $750  property  tax  exemption  of  the  total 
assessed  valuation  which  is  administered  by  the  local 


county  assessors.  Expenditures  for  this  program  are 
estimated  to  be  $252.3  million  for  the  1972-73  fiscal 
year. 

Personal  Property  Tax  Relief 

Chapter  1,  Statutes  of  1968,  First  Extraordinary 
Session  also  provided  the  first  step  in  providing  an 
exemption  for  business  inventories.  This  bill  provided 
an  exemption  of  15  percent  of  the  assessed  value  of 
business  inventories.  This  local  tax  loss  was  to  be  di- 
rectly reimbursed  from  state  funds. 

Chapter  1526,  Statutes  of  1969,  increased  this 
exemption,  beginning  in  the  1970-71  fiscal  year,  to 
30  percent  of  the  assessed  value  of  business  inven- 
tories. Chapter  1,  Statutes  of  1971,  First  Extraordi- 
nary Session,  will  continue  the  exemption  at  30  per- 
cent and  reimburse  local  jurisdictions  to  cover  the 
actual  tax  loss. 

Office  of  Emergency  Services 

The  Office  of  Emergency  Services  is  responsible  for 
coordination  of  emergency  activities  to  mitigate  the 
effects  of  natural,  manmade,  or  war-caused  emergen- 
cies which  imperil  life,  property,  and  resources  within 
the  state. 

As  the  conduit  for  federal  assistance  through  natu- 
ral disaster  grants  and  federal  agency  support,  this 
office  has  enabled  California  to  lead  the  nation  in  the 
amount  of  federal  money  expended  for  declared  major 
disasters.  Nearly  every  county  has  been  a  beneficiary 
of  such  programs  in  past  years.  Recent  federal  legis- 
lation has  broadened  the  base  for  such  support  and 
grant  programs  to  include  assistance  to  individuals 
and  private  enterprises,  in  addition  to  the  previously 
available  funding  for  repair,  restoration,  reconstruc- 
tion, or  replacement  of  damaged  public  facilities. 

Increased  federal  funding  for  1971-72  and  1972-73 
has  provided  for  an  expansion  of  the  fallout  shelter 
planning,  evaluation  and  assistance  program  and  up- 
dating the  radiological  instrument  program  to  include 
dealing  with  accidents  related  to  peacetime  uses  of 
radioactive  materials. 
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Board  of  Equalization 

A  significant  workload  adjustment  for  the  Board  of 
Equalization  results  from  the  enactment  of  Chapter 
1400,  Statutes  of  1971,  effective  July  1,  1972.  This 
bill  removes  the  sales  and  use  taxes  exemption  on 
gasoline,  lowers  the  state  sales  tax  rates  from  4  per- 
cent to  3f  percent  and  increases  the  local  sales  tax 
from  1  percent  to  1^  percent. 

It  is  estimated  that  during  the  1972-73  fiscal  year 
the  additional  local  tax  revenues  will  provide  about 
$140,000,000  for  local  transportation  funds. 

Department  of  Justice 

The  department 's  General  Fund  budget  is  proposed 
at  $25,602,657,  an  increase  of  $1,852,762  from  the 
$23,749,895  budgeted  for  1971-72.  Significant  in- 
creases are  proposed  for  criminal  writs  and  appeals, 
an  internal  inspection  and  training  unit,  and  identifi- 
cation and  investigation  services. 

California  Council  on  Criminal  Justice 

The  budget  for  the  council  proposes  a  significant 
increase  for  the  1972-73  fiscal  year.  In  addition  to 
funding  the  ongoing  support  operations  of  the  coun- 
cil, an  amount  of  $1,665,000  is  proposed  from  the 
General  Fund  for  the  state's  cash-match  contribution 
for  federal  grants  received  under  the  Omnibus  Crime 
Control  and  Safe  Strets  Act  of  1968. 

Military  Department 

The  Military  Department  is  responsible  for  orga- 
nizing and  directing  the  activities  of  the  California 
National  Guard.  The  Army  National  Guard  consists 
of  approximately  22.500  officers  and  men  in  full  oper- 
ational readiness,  assigned  to  181  units  located  in 
107  communities  from  Oregon  to  the  Mexican  border. 
The  Air  National  Guard  consists  of  approximately 
5,000  officers  and  men  assigned  to  57  units.  The  Na- 
tional Guard  is  subject  to  federal  mobilization  in  time 
of  national  emergency,  but  otherwise  is  available  to 
the  Governor  for  military  support  of  civil  authority 
anywhere  in  California  in  the  event  of  natural  or  war- 
caused  disasters,  civil  disturbances  or  other  emergen- 
cies. 

A  school  of  civil  disturbance  operations  for  mem- 
bers of  law  enforcement,  government  officials,  public 
utilities  and  the  military,  financed  entirely  from 
federal  funds,  has  been  established  at  Camp  San  Luis 
Obispo.  At  the  completion  of  the  course  the  partici- 
pants will  possess  the  knowledge  to  advise  their  agen- 
cies in  planning  and  control  techniques  for  civil  dis- 
turbance and  other  special  operations. 

The  Military  Department  also  operates  the  Califor- 
nia Cadet  Corps  Program  by  prescribing  rules  and 
regulations  pertaining  to  the  organization  of  cadet 
units  and  training  to  be  conducted,  provides  supplies, 
uniforms,  manuals  and  conducts  inspections.  The 
schools  provide  facilities,  pay  salaries  of  commandants 


of  cadets  and  guide  and  control  their  respective  units. 
The  Department  of  Education  coordinates  with  the 
Military  Department  through  a  Department  of  Edu- 
cation representative  on  the  Advisory  Committee  for 
the  California  Cadet  Corps. 

Department  of  Finance 

The  Director  of  Finance  serves  as  the  Governor's 
chief  advisor  in  fiscal  matters.  This  role  is  carried  out 
through  three  programs:  (1)  The  program  and  budg- 
etary system,  (2)  fiscal  and  program  compliance,  and 
(3)  electronic  data  processing  control  and  develop- 
ment. 

In  a  continuing  effort  to  control  and  streamline 
high  expenditure  areas,  emphasis  will  be  placed  on 
special  projects  in  both  the  current  and  budget  years. 
One  such  task  force  is  currently  working  on  measures 
of  program  effectiveness  to  be  used  in  continuing 
program  evaluation. 

A  new  unit  was  created  in  the  department  to  review 
and  control  expenditures  and  to  plan  for  electronic 
data  processing.  This  unit  will  serve  to  coordinate 
the  state's  use  of  its  computing  capabilities  to  insure 
efficient  and  effective  utilization  of  this  expensive 
resource. 

The  department  is  now  completing  the  program- 
ming and  initial  implementation  of  the  budget  data 
system  and  will  use  it  in  parallel  during  the  budget 
discussions  before  the  Legislature  this  year. 

Salary  Increase 

This  budget  contains  $74.2  million  of  General  Fund 
and  $21.6  million  of  special  funds  for  employee  salary 
increases.  Of  the  total  amount  proposed,  the  Univer- 
sity of  California  would  receive  $20.7  million  and  the 
state  colleges  $21.9  million.  The  remaining  $53.2  mil- 
lion would  be  for  state  employees  other  than  those  in 
the  university  and  colleges.  The  salary  setting  author- 
ities will  determine  how  much,  if  any,  of  the  funds 
allocated  to  them  will  be  utilized  for  across-the-board 
increases  and  how  much  will  be  used  to  correct  in- 
equities. The  amounts  proposed  in  the  budget  would 
equate  to  the  amount  of  money  necessary  for  a  5-per- 
cent increase  for  state  employees  and  a  7^-percent 
faculty  salary  rise. 

Two  million  dollars  of  General  Fund  and  $1  million 
of  special  and  other  funds  are  provided  to  further 
increase  the  state 's  contribution  toward  employee  and 
annuitant  health  insurance  premiums.  These  funds 
will  provide  for  a  total  monthly  state  contribution  of 
$16  for  1972-73  as  contrasted  with  the  $12  in  1971-72 
and  $14  in  1972-73  authorized  under  current  law. 
Legislation  will  be  sponsored  by  the  administration  to 
authorize  this  acceleration  of  employer  contributions. 

Funds  are  included  to  reflect  the  judicial  salary 
adjustment  based  only  on  the  1971  index  change.  This 
change,  estimated  at  4.2645  percent,  is  effective  Sep- 
tember 1,  1972. 
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Departments  within  this  area  are  a  grouping  of 
diverse,  independent  and  complex  programs.  They 
are  primarily  concerned  with:  promoting,  protecting 
and  developing  agriculture;  protection  of  consumers 
through  regulation  and  licensing  of  professional  in- 
dividual business  services;  selected  programs  involv- 
ing central  administrative  operations  of  the  state  such 
as  Franchise  Tax  Board,  Personnel  Board  and  Gen- 
eral Services. 

Department  of  General  Services 

The  Department  of  General  Services  provides  state 
agencies  with  centralized  support  services.  This  cen- 
tralization requires  the  department  to  constantly  seek 
more  efficient  and  effective  approaches  to  its  goals. 

Continuing  emphasis  on  the  state's  central  records 
management  program  has  resulted  in  a  substantial 
reduction  of  stored  official  paperwork  and  records.  As 
a  result  of  this  reduction,  savings  in  storage  costs  have 
been  realized.  In  addition,  the  program  has  provided 
a  more  effective  system  of  records  management.  In 
1972-73  added  emphasis  will  be  placed  on  developing 
greater  microfilm  capabilities  for  the  maintenance  of 
records. 

The  consolidation  on  a  trial  basis  of  radio  engineer- 
ing and  maintenance  service  functions  of  the  Division 
of  Highways  with  the  Department  of  General  Serv- 
ices' Communications  Division  has  produced  signifi- 
cant advantages  in  improved  service,  increased  effi- 
ciency and  added  economies.  Actual  combined  savings 
of  $166,483  were  realized  in  1970-71  as  a  result  of 
this  consolidation.  In  the  budget  year,  permanent  con- 
solidation of  these  functions  is  proposed. 

Chapter  578,  Statutes  of  1971,  appropriated  $600,- 
000  to  the  department,  Office  of  Administrative  Pro- 
cedure, for  the  purpose  of  conducting  ' '  fair  hearings ' ' 
in  the  Department  of  Social  Welfare.  Due  to  the 
unanticipated  increase  in  the  number  of  requests  for 
"fair  hearings",  the  Office  of  Administrative  Pro- 
cedure has  been  appropriated  these  funds  on  a  one- 
time basis  in  order  to  deal  immediately  with  the  re- 
quirement for  additional  hearings. 


Public  Employees'  Retirement  System 

The  enactment  of  Chapter  170,  Statutes  of  1971, 
changed  the  basic  benefits  formula  for  all  miscella- 
neous members  of  the  Public  Employees'  Retirement 
System  to  2  percent  of  pay  at  age  60  multiplied  by 
the  number  of  years  of  service.  This  represents  a  20 
percent  improvement  over  the  previous  benefit  struc- 
ture. This  same  legislation  also  lowered  the  mandatory 
retirement  age  and  increased  the  vesting  period  for 
system  members. 

The  1971  legislative  session  also  saw  the  enactment 
of  Chapter  1617.  This  statute  increases  the  monthly 
benefits  which  are  paid  under  the  1959  survivor  bene- 
fit program  to  amounts  approximating  the  survivor 
benefits  payable  under  social  security.  About  36  per- 
cent of  all  state  employees  who  are  not  covered  by 
social  security  participate  in  this  program. 

Franchise  Tax  Board 

Chapter  1,  Statutes  of  1971,  First  Extraordinary 
Session,  provides  for  the  withholding  of  state  personal 
income  tax.  Planning  for  a  withholding  program  was 
accomplished  by  the  Franchise  Tax  Board  and  the 
Department  of  Human  Resources  Development.  This 
legislation  will  have  a  significant  effect  on  the  Fran- 
chise Tax  Board's  programs. 

State  Teachers'  Retirement  System 

With  the  enactment  of  Chapter  1305,  Statutes  of 
1971,  which  becomes  effective  on  July  1,  1972,  both 
the  retirement  benefits  and  the  funding  structure  of 
the  State  Teachers'  Retirement  System  will  be  sub- 
stantially reoriented.  Retirement  benefits  will  be  cal- 
culated on  the  basis  of  2  percent  of  pay  at  age  60 
multiplied  by  the  number  of  years  of  employment. 
This  is  a  20  percent  increase  in  benefits  over  the  pre- 
vious law.  Disability,  survivors,  and  death  benefits  are 
also  increased  by  this  statute.  In  addition,  the  retire- 
ment and  disability  benefits  of  those  teachers  who 
retired  prior  to  July  1,  1971,  will  be  adjusted  for  cost 
of  living  to  bring  them  up-to-date  at  July  1,  1972. 
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Finally,  this  law  provides  that  retirement  benefits 
will  be  adjusted  annually  by  a  2  percent  cost-of-living 
adjustment. 

A  constitutional  amendment  was  passed  in  Novem- 
ber 1970  and  enabling  legislation  was  enacted  in  1971 
permitting  investment  in  stocks.  Investments  are  cur- 
rently made  only  in  bonds  and  mortgages.  This  change 
will  give  the  retirement  system  added  investment  flexi- 
bility. 

Department  of  Consumer  Affairs 

The  Consumer  Affairs  Act  of  1970  provided  for  a 
broadening  of  the  scope  of  the  Department  of  Con- 
sumer Affairs  to  include  not  only  the  areas  under 
the  review  of  various  boards  and  commissions  but  all 
facets  of  business  where  the  consumer  might  be  faced 
with  deceptive  sales  practices  or  products  which  may 
endanger  his  health  or  safety. 

In  order  to  fully  implement  this  objective,  the  de- 
partment has  undergone  a  reorganization  which  in- 
cluded the  creation  of  a  new  Division  of  Consumer 
Services  and  the  strengthening  of  the  Division  of  In- 
vestigations. The  budget  contains  a  proposal  to  ex- 


pend $131,135  for  implementing  this  change  in  pro- 
gram emphasis  during  1972-73. 

Legislation  was  passed  during  1971  which  created 
the  Bureau  of  Automotive  Repair  with  responsibility 
to  oversee  the  regulation  of  this  industry  and  attempt 
to  reduce  the  number  of  consumer  complaints  in  the 
areas  of  automotive  repair  dealers,  lamp  and  brake 
adjustment  stations,  and  pollution  control  device  in- 
stallation stations.  The  budget  for  this  new  bureau  is 
being  prepared  and  will  be  presented  during  the  1972 
legislative  session. 

State  Personnel  Board 

The  Welfare  Reform  Act  of  1971  gave  the  State 
Personnel  Board  the  responsibility  of  administering 
a  $7  million  program  to  expand  the  employment  op- 
portunities for  welfare  recipients  within  the  state  and 
local  government  sectors.  The  department  plans  to 
conduct  this  program  over  a  two-year  period  with 
maximum  emphasis  on  the  number  of  recipients 
trained  and  employed  in  meaningful  permanent  job 
classifications. 
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The  three  broad  program  areas  in  this  agency  repre- 
sent: (1)  the  state's  interest  in  promoting  a  sound 
fiscal  and  business  community  based  on  ethical  and 
proven  management  practices  to  the  end  that  the 
economy  is  healthy  and  the  public  is  protected  from 


economic  loss  and  illegal  or  unethical  business  prac- 
tices; (2)  the  state's  concern  with  the  efficient,  rapid 
and  safe  movement  of  people  and  goods  throughout 
the  state;  and  (3)  public  safety. 


Department  1971-72 

Banking $1,470,895 

Corporations 3,190,811 

Insurance    4,717,316 

Crime   Insurance 500,000 

Riot  and  Civil 

Disorder  Insurance 1,750,000 

Real  Estate   3,792,937 

Savings  and  Loan 2,878,475 

Alcoholic  Beverage  Control 

Department  and  Appeals  Board 6,399,275 

Housing  and  Community 

Development 1,273,672 

Totals    $25,973,381 


While  net  expenditures  for  the  business  and  invest- 
ment regulatory  departments  noted  above  are  reduced 
by  $501,975  in  1972-73,  this  reduction  is  due  to  legis- 
lation (Chapter  418,  Statutes  of  1971)  which  changed 
the  method  of  accounting  for  insurance  company  ex- 
amination fees  from  General  Fund  revenue  to  reim- 
bursements. This  provides  for  full  recovery  of  the 
costs  of  examinations  as  the  only  funds  used  to  fi- 
nance this  activity  will  be  those  earned  as  reimburse- 
ments. Thus  the  1972-73  Budget  Act  appropriation 
to  the  Department  of  Insurance  is  reduced  and  so  are 
anticipated  revenues. 

As  noted  in  the  above  summary,  authorized  posi- 
tions for  these  seven  departments  are  increased  from 
1,637.1  to  1,648  or  10.9  positions,  an  increase  of  ap- 
proximately one-half  of  1  percent.  Keeping  this  in- 
crease to  such  a  small  amount  is  possible  chiefly 
through  careful  management  and  operating  efficiencies 
without  sacrificing  the  quality  of  services  provided. 

The  State  Banking  Department  is  adding  10  new 
examiner  positions  in  its  program  of  licensing  and 


BUSINESS 

AUTHORIZED  POSITIONS 

SUMMARY 

Expenditures 

Authorized  Positions 

1972-73                    Change 

1971-72 

1972-73 

Change 

$1,626,134          +$155,239 
3,187,000                  -3,811 
3,230,197           -1,487,119 
500,000 

86 
2S1 
303.5 

95 
274 
304.5 

+9 
-7 
+  1 

1,650,000              -100,000 
4,457,534            +664,597 
2,925,825              +47,350 

228.4 
155 

233 
156 

+4.6 
+  1 

6,582,054             +182,779 

449.3  2 

450.3 

+  1 

1,312,662              +38,990 

133.9 

135.2 

+  1.3 

525,471,406            -$501,975 

1,637.1 

1,648 

+  10.9 

supervision  of  banks  and  trust  companies  to  handle 
increased  workload  in  the  areas  of  field  investigations 
for  new  facilities  and  field  examinations  of  licensees. 
Two  clerical  positions  in  this  program  are  being  elim- 
inated due  principally  to  the  increased  use  of  auto- 
matic office  equipment.  One  new  legal  counsel  is 
added  to  handle  increased  legal  services  workload.  The 
need  for  the  additional  positions  is  illustrated  by  the 
growth  in  the  number  of  financial  institutions  and  in 
their  assets  as  indicated  in  the  following  table. 

STATE    LICENSED   BANK    FACILITIES 


Banks 

Branches    

Trust  Companies 

International  Banking 

Corporations 

Foreign  Banking 

Corporations : 

Totals,  assets  (billions) 
Totals,  trust  fiduciary 

assets   (billions) 

*  Estimated  figures. 


1970-71 

1971-72  * 

1972-73  * 

85 
656 

.  8 

94 

715 

9 

102 

776 

10 

1 

1 

1 

23 

$15.8 

28 
$17.4 

35 
$19.2 

$8.3 


9.2 


$10.2 
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The  Department  of  Corporations  has  revised  its 
procedures  in  the  processing  of  securities  qualifica- 
tions and  in  the  examinations  applicable  to  certain 
lender-fiduciary  licensees.  This,  coupled  with  the  en- 
actment of  the  Retirement  Systems  Disclosure  Law, 
has  made  possible  a  reduction  of  seven  authorized 
positions  in  1972-73.  Under  the  disclosure  law,  fiscal 
information  is  now  made  available  to  the  department 
on  a  regular  reporting  basis  by  the  various  retirement 
systems,  and  this  reduces  the  number  of  field  exam- 
inations required. 

Net  expenditures  for  the  Department  of  Insurance 
are  reduced  in  1972-73  by  $1,487,119.  but  as  explained 
above,  this  is  due  to  a  change  in  the  method  of  ac- 
counting for  insurance  company  examination  fees. 
The  Riot  and  Civil  Disorders  Insurance  Program  is 
aimed  at  making  available  adequate  property  in- 
surance coverage  against  losses  from  riots  and  civil 
disorders  in  those  areas  of  the  state  where  such  cover- 
age cannot  be  obtained  through  the  normal  insurance 
market.  Under  the  Federal  Urban  Property  Protec- 
tion and  Reinsurance  Act  of  1968  and  Chapter  649, 
California  Statutes  of  1969,  the  State  of  California 
has  a  contract  with  the  Riot  and  Civil  Disorders  In- 
surance Association.  The  premium  for  1972-73  is 
$100,000  less  than  for  1971-72.  This  lower  rate  was 
successfully  negotiated  as  a  result  of  favorable  loss 
experience  in  the  past  year. 

Many  cities  are  being  threatened  by  the  deteriora- 
tion of  their  inner  city  areas,  and  responsible  owners 
of  well-protected  residential,  business,  and  other  prop- 
erties are  unable  to  obtain  adequate  crime  insurance 
coverage.  The  lack  of  such  coverage  accelerates  the 
deterioration  of  these  areas  by  discouraging  private 
investment,  and  this  deterioration  poses  a  threat  to 
the  economy  of  the  state.  The  Crime  Insurance  Pro- 
gram is  aimed  at  alleviating  this  situation  by  provid- 
ing for  the  equitable  distribution  of  crime  insurance 
among  the  various  insurers.  This  applies  to  qualified 
property  for  which  crime  insurance  is  not  available 
through  the  normal  insurance  market.  Under  the  In- 
surance Code  a  contract  has  been  negotiated  between 
the  State  of  California  and  the  Crime  Insurance  Pool 
of  the  California  FAIR  Plan  Association  (fair  access 
to  insurance  requirements).  In  accordance  with  the 
provisions  of  the  enabling  legislation  (Chapter  415, 
Statutes  of  1971)  the  state  can  reimburse  the  Crime 
Insurance  Pool  up  to  $500,000  per  year,  and  the 
1972—73  budget  provides  for  that  potential  obligation. 

The  Department  of  Real  Estate  is  proposing  to  use 
$500,000  from  the  Real  Estate  Education,  Research 
and  Recovery  Fund  in  1972-73  to  establish  an  en- 
dowment program  in  real  estate  teaching  and  research 
at  the  University  of  California.  The  interest  from  this 
$500,000  will  be  used  to  fund  this  program  on  a  con- 
tinuing basis.  Endowment  conditions  will  be  specified 
by  the  Real  Estate  Commissioner,  and  the  primary 
emphasis  will  be  on  real  estate  law  and  practices  and 
the  numerous  factors  influencing  the  complex  field  of 
real  estate.  The  department  is  also  adding  2.6  man- 
years  of  temporary  help  for  proctoring  examinations. 
Licensing  examinations  are  given  on  Saturday  and 
these  temporary  help  positions  will  permit  the  hiring 
of  proctors  and  will  save  paying  time  and  one-half  to 
regular  personnel  for  Saturday  work.  The  Real  Estate 
Commissioner  is  required  by  law   (Chapter  1539  of 


the  1971  Regular  Session)  to  approve  private  real 
estate  school  courses  or  supervised  instruction  under 
certain  conditions.  Two  positions  are  being  added  to 
perform  this  function  with  the  additional  costs  being 
offset  by  fees. 

The  1972-73  Budget  for  the  Department  of  Savings 
and  Loan  provides  $24,000  in  contract  funds  for  the 
comprehensive  review  and  revision  of  the  California 
Financial  Code  provisions  applicable  to  the  state 
supervised  savings  and  loan  industry.  The  project 
will  take  three  years,  beginning  with  the  budget  year. 
There  now  exists  the  need  to  better  organize  the  grow- 
ing body  of  law  concerned  with  state-licensed  associa- 
tions and  to  eliminate  inconsistencies  and  ambiguities 
which  have  accumulated  over  the  years. 

The  Department  of  Alcoholic  Beverage  Control  and 
the  Alcoholic  Beverage  Control  Appeals  Board  are 
budgeted  at  approximately  the  current  program  level 
with  the  exception  of  one  additional  position  for  the 
department  and  increased  costs  due  to  price  changes. 
The  added  position  for  the  department  is  an  investi- 
gative auditor  to  be  located  in  the  northern  division 
area.  It  is  anticipated  that  monetary  penalties  result- 
ing from  investigations  will  at  least  equal  the  cost  of 
this  position. 

The  Department  of  Housing  and  Community  De- 
velopment has  reordered  its  priorities  and  is  thus  able 
to  add  a  new  program  element — California  Com- 
munity Development  Study,  aimed  at  strengthening 
state  involvement  in  community  development — -with 
a  net  increase  of  only  0.8  man-years.  The  department 
will  investigate  the  feasibility  and  desirability  of  the 
formation  of  a  California  Community  Development 
Funding  Association  as  a  public  entity  involving  the 
public  and  private  sector.  The  major  objectives  of 
such  an  entity  would  be : 

1.  To  take  advantage  of  the  present  federal  pro- 
gram trend  toward  greater  state  involvement  and 
thereby  increase  this  state's  share  of  available 
federal  funds  for  housing  and  community  de- 
velopment. 

2.  To  maximize  the  participation  of  private  enter- 
prise in  state-motivated  housing  and  community 
development  projects. 

3.  To  provide  a  vehicle  or  conduit  for  a  federal 
revenue-sharing  program. 

TRANSPORTATION 

The  Business  and  Transportation  Agency  is  actively 
analyzing  ways  of  improving  California's  transporta- 
tion programs  to  meet  the  state's  urgent  transporta- 
tion challenges.  This  effort  will  enable  the  State  of 
California  to  provide  leadership  while  giving  local 
communities  the  greatest  possible  authority  over 
transportation  decisions  that  apply  to  their  area. 

In  conducting  this  ongoing  effort,  the  Business  and 
Transportation  Agency  has  placed  primary  emphasis 
on  the  transportation  needs  and  requirements  unique 
to  California.  However,  the  agency  also  examined  the 
programs  of  other  states  with  similar  transportation 
needs  in  order  to  benefit  from  their  experience.  Areas 
such  as  financing,  organization  of  their  transportation 
activities  including  departments  of  transportation, 
and  what  these  states  have  accomplished,  have  been 
reviewed.  In  addition,  the  agency  has  contacted  the 
U.S.  Department  of  Transportation  on  the  future  of 
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federal  transportation  programs  and  the  best  mechan- 
isms for  our  coordination  with  the  federal  government. 

Today's  Transportation  Challenges: 

California  presently  enjoys  one  of  the  finest  trans- 
portation systems  in  the  world.  In  seeking  to  insure 
the  continued  development  of  a  balanced  statewide 
system,  several  challenges  do  confront  our  state. 

Growth  in  Urban  Travel 

Two  basic  forces  are  at  work  that  are  having  a 
profound  effect  on  the  demand  for  transportation 
services  in  California.  First,  California's  population 
is  expected  to  grow  by  an  estimated  40  percent  in  the 
next  20  years.  Virtually  all  of  that  growth  will  be 
concentrated  in  urban  areas.  Second,  travel  demand 
is  expected  to  continue  to  grow  more  than  twice  as 
fast  as  population.  The  combination  of  these  two 
trends  will  amount  to  almost  a  doubling  of  travel  in 
our  urban  areas  in  the  next  20  years. 

As  a  result,  travel  demands  in  major  urban  areas 
will  soon  exceed  the  practical  capabilities  of  the  high- 
way program.  In  fact,  anticipated  traffic  on  10  of 
our  urban  corridors  (4  in  San  Francisco  and  6  in 
Los  Angeles)  will  be  so  high  as  to  call  for  14  to  22 
lane  freeways  under  existing  systems.  Plans  call  for 
no  more  than  12  lanes  as  the  practical  limit.  Alterna- 
tive means  of  moving  people  must  be  found  or  else 
we  will  face  a  stifling  of  our  cities. 


The  Major  Travel  Increase  will 
Occur   in  the   Urban   Regions 
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Local  Governments  and  Regional  Transportation 
Problems 

Urban  population  growth  will  continue  to  be  ac- 
companied by  the  extension  of  urban  regional  bound- 
aries. By  1990  it  is  anticipated  that  more  than  6,000 
square  miles  of  the  state  will  be  urbanized,  doubling 
today's  3,000.  Regional  boundaries  largely  determine 
an  area's  transportation  requirements,  but  these  en- 
compass many  separate  local  governmental  jurisdic- 
tions (cities  and  counties).  Existing  local  govern- 
ments, however,  are  facing  increasingly  difficult  ob- 
stacles in  handling  the  regional  transportation  prob- 
lems brought  about  by  this  growing  urban  sprawl. 

Public  Concern 

A  growing  number  of  taxpayers  are  becoming  con- 
cerned over  certain  aspects  of  the  present  transporta- 
tion system.  To  a  large  extent,  this  concern  has  been 
directed  toward  the  environmental  impact  of  the 
system  and  includes  the  problem  of  air  pollution. 
Mounting  public  dissatisfaction  is  reflected  in  the 
State  Legislature's  as  well  as  the  federal  govern- 
ment's increasing  activity  in  public  transportation 
matters.  In  1967,  four  public  transportation-related 
bills  were  introduced  into  the  State  Legislature.  That 
number  has  grown  each  year  to  19  in  1971.  This  is  a 
formidable  mandate  to  plan  for  the  future. 


Existing  Transportation  Planning  at 
Both  the  State  and  Local  Levels 

Currently,  transportation  planning  decisions  are 
made  by  independent  single-mode  agencies  or  special 
districts  at  the  state,  regional,  and  local  levels.  For  ex- 
ample, in  one  area  analyzed  there  are  at  least  15  over- 
lapping agencies,  in  addition  to  individual  local  city 
and  county  governments ;  all  with  some  responsibility 
for  transportation  planning.  The  existence  of  many 
single-mode  agencies  hampers  effective  integration  of 
transportation  and  community  planning.  Regional 
planning  agencies  which  in  theory  are  responsible  for 
developing  regional  transportation  plans  as  part  of 
their  comprehensive  planning  process  have  been 
largely  ineffective  due  to  a  lack  of  funds  to  perform 
transportation  planning  and  a  lack  of  authority  to 
implement  plans  they  might  develop. 

Timely  action  is  clearly  required  if  California  is  to 
meet  successfully  these  transportation  challenges  and 
maintain  its  leadership  among  the  states  in  developing 
an  efficient  transportation  system  for  its  residents 
and  industries.  Several  other  states  facing  similar 
problems  have  responded  to  these  challenges  by  as- 
suming various  degrees  of  responsibility  for  coordinat- 
ing statewide  transportation  planning  for  all  modes. 

If  California  is  to  meet  the  transportation  chal- 
lenges and  requirements  of  the  next  20  years,  it  must 
begin  now  to  look  at  the  transportation  system  as  a 
whole  and  to  provide  a  means  of  coordinating  the 
planning  and  development  of  the  various  modes.  Due 


Extended  time  period  required  to  develop  a  major  public  transit  system 
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to  the  extensive  length  of  time  required  to  translate 
transportation  plans  into  operational  systems  to  meet 
the  travel  demands  expected  10  or  20  years  in  the 
future,  intensive  planning  must  begin  -.now.  For  ex- 
ample, BART  has  required  over  20  years  from  concept 
to  initial  operation  planned  for  1972. 

The  transportation  problems  of  funding,  growth  in 
travel  demand,  and  organization  have  been  herein 
briefly  stated  and  presented.  The  Business  and  Trans- 
portation Agency  will  seek  the  full  cooperation  of  the 
California  Legislature,  local  and  federal  governments 
in  resolving  these  problems  so  that  in  the  future, 
California 's  integrated  transportation  system  will  be- 
come a  substantial  asset,  not  a  dilemma. 

Office  of  Transportation  Planning  and  Research 

The  Office  of  Transportation  Planning  and  Research 
was  established  within  the  Business  and  Transporta- 
tion Agency  to  provide  the  Secretary  of  Business  and 
Transportation,  the  State  Transportation  Board,  and 
the  Legislature  with  advice  and  assistance  concerning 
the  effectiveness  and  compatibility  of  public  programs 
in  transportation  in  relation  to  other  public  concerns 
and  private  enterprises.  This  office  is  requesting  5.2 
additional  positions  in  the  fiscal  year  1972-73.  The 
additional  staff  will  be  utilized  primarily  for  the  State 
Transportation  Planning  Study.  This  study  can  be 
characterized  as  being  the  State  Master  Plan  for 
Transportation  and  the  first  study  to  incorporate  mass 
transit  systems  with  other  transportation  modes.  As 
such,  it  will  be  the  basic  program  for  future  state 
participation  in  transportation.  The  plan  will  in- 
corporate a  short-range,  5-  to  10-year  recommendation, 
and  long-range,  20-  to  30-year  recommendation,  so  as 
to  offer  maximum  responsiveness  to  future  state 
transportation  need. 

As  a  result  of  the  passage  of  Senate  Bill  325  (Chap- 
ter 1400),  new  revenues  will  be  allocated  to  local  gov- 
ernment for  mass  transit  purposes.  The  Office  of 
Transportation  Planning  and  Research,  serving  as 
staff  to  the  Secretary  of  Business  and  Transportation, 
is  currently  in  the  process  of  developing  rules  and  reg- 
ulations for  the  apportionment  of  these  local  trans- 
portation fund  revenues  as  required  by  Senate  Bill 
325  for  its  implementation  following  the  effective  date 
of  July  1,  1972.  The  Office  of  Transportation  Planning 
and  Research  will  also  assist  the  Secretary  of  Business 
and  Transportation  in  the  ongoing  administration  of 
this  act. 

This  legislation  also  called  for  the  establishment  of 
statewide  and  regional  transportation  research  and 
demonstration  grants  to  be  administered  by  the  Secre- 
tary of  Business  and  Transportation.  The  funding  for 
these  projects  was  to  be  derived  from  those  increased 
revenues  that  might  have  otherwise  gone  to  the  state 's 
General  Fund  as  a  result  of  enactment  of  SB  325. 
Recent  revenue  estimates  indicate,  however,  that  no 
additional  state  revenue  will  be  derived  for  this  pur- 
pose. New  legislation  may  be  required  in  order  to 
provide  a  continuous  source  of  funding  for  projects 
of  this  type. 

Department  of  Public  Works 

It  is  the  responsibility  of  the  Department  of  Public 
Works  to  develop  and  maintain  a  statewide  system  of 


highways,  including  toll  bridges,  which  is  consistent 
with  the  needs  of  the  public  and  is  balanced  and  in- 
tegrated with  other  means  of  transportation.  Consis- 
tent with  this  objective,  the  1972-73  state  highway 
budget  contains  $642,973,000  for  major  construction 
and  improvements,  including  rights-of-way  and  en- 
gineering, and  will  provide  for  the  construction  or 
widening  of  approximately  160.5  miles  of  freeways, 
including  56  miles  of  California's  2,288-mile  share  of 
the  interstate  system. 

It  also  will  construct  or  widen  23  miles  of  four-or- 
more-lane  expressway,  25.5  miles  of  two-lane  conven- 
tional highways  and  2.5  miles  of  two-lane  express- 
ways. The  mile-age  figures  do  not  include  construction 
started  in  the  current  or  previous  budget  years.  The 
new  budget  contains  $218,417,000  to  continue  these 
projects. 

Estimated  revenues  from  federal  aid  total  $394,- 
142,000,  of  which  the  largest  amount,  $294,080,000,  is 
for  completion  of  the  interstate  freeway  system.  This 
represents  a  drop  of  $8,178,000  compared  with  the 
budget  for  the  1971-72  fiscal  year. 

Among  highlights  of  the  new  budget  is  a  $23,600,000 
project  to  construct  lanes  for  the  exclusive  use  of 
commuter  buses  on  the  11-mile  stretch  of  the  San  Ber- 
nardino Freeway  (Interstate  10)  between  El  Monte 
and  just  west  of  the  Santa  Ana  Freeway  (Interstate 
5)  in  Los  Angeles,  and  to  provide  a  parking  lot  for 
1,400  automobiles  near  the  El  Monte  bus  station. 

Also  included  are  operational  improvement  projects 
along  nearly  40  miles  of  freeway  which  will  install 
ramp  metering  devices  to  control  access  to  freeways 
during  peak  hours,  provide  auxiliary  lanes  for  weav- 
ing movements  between  the  on-ramp  of  one  inter- 
change and  the  off-ramp  of  the  next,  and  provide 
changeable  message  signs  to  alert  motorists  to  traffic 
conditions  ahead. 

The  budget  matches  the  record  amount  of  $16,000,- 
000  in  the  1971-72  budget  for  a  traffic  safety  program 
of  engineering  improvements  at  points  of  accident 
concentration. 

The  new  budget  will  make  a  substantial  impact  on 
the  State  Highway  Commission's  and  department's 
goal  of  providing  greater  compatibility  between  the 
state  highway  system  and  the  environment,  and  in- 
cludes $941,000  for  environmental  research  and  pol- 
lution control. 

Another  $11,940,000  has  been  included  in  the  con- 
tingency fund  which  will  eventually  be  allocated  to  a 
newly  created  federal-aid  urban  system  after  addi- 
tional legislative  guidelines  for  such  allocations  have 
been  established. 

The  department's  budget  has  been  developed  with 
an  increased  utilization  of  the  program  budgeting 
concept.  The  new  planning,  programming  and  budget- 
ing system  has  enabled  department  management  to 
make  more  effective  decisions  in  guiding  the  develop- 
ment of  public  benefits  through  the  various  programs. 

Department  of  the  California  Highway  Patrol 

The    1972-73   budget   for   the   Department   of   the 
California  Highway  Patrol  provides  for  73  new  uni-f 
formed  and  nonuniformed  positions.  Authorized  traf- 
fic officer  positions  have  been  increased  to  extend  the 
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present  level  of  service  to  new  freeways  scheduled  to 
open  in  the  San  Jose,  Bakersfield,  and  San  Diego 
areas.  The  extension  of  the  Los  Angeles  freeway 
emergency  telephone  system  and  the  fact  that  deploy- 
ment of  field  enforcement  units  has  been  increased 
has  necessitated  the  addition  of  21  radio  dispatcher 
positions. 

The  budget  also  proposes  a  new  unified  system  of 
accident  reporting.  Under  the  existing  system,  the 
Department  of  Motor  Vehicles,  the  Department  ,of 
Public  Works,  and  the  Highway  Patrol  process  each 
accident  report  through  their  own  computer  process- 
ing operation.  Under  the  new  system,  all  coding  and 
keypunching  of  collision  data  will  be  performed  by 
the  Highway  Patrol  as  part  of  an  integrated  process- 
ing operation.  The  proposed  system  will  not  only 
eliminate  redundant  processing  but  will  provide  an 
improved  level  of  service  at  a  reduced  cost. 

The  capital  outlay  budget  provides  for  the  land  ac- 
quisition and/or  construction  funds  for  new  area 
office  facilities  at  Fairfield,  San  Diego,  El  Cajon,  San 
Juan  Capistrano,  Torrance,  West  Valley,  and  Ven- 
tura. These  new  facilities  are  needed  to  replace  over- 
crowded leased  facilities  or  to  better  serve  areas  of 
rapid  population  growth. 

Department  of  Motor  Vehicles 

It  is  estimated  for  1972-73  that  the  Department  of 
Motor  Vehicles  will  register  and  collect  fees  on  15,- 
265,000  vehicles  and  maintain  the  records  on  12,995,- 
000  outstanding  drivers'  licenses.  The  department  will 
process  746,000  original  drivers'  licenses  and  2,959,- 
000  renewal  drivers'  licenses  during  the  budget  year. 
This  represents  a  4.37-percent  increase  in  vehicle  reg- 
istration and  a  5.06-percent  increase  in  drivers'  li- 
censes outstanding.  Small  boats  to  be  registered  by 
the  department  will  total  458,000  in  the  budget  year, 
an  increase  over  the  current  year  of  6.51  percent. 

To  support  these  major  workload  changes,  the 
1972-73  budget  reflects  an  increase  of  177.4  man- 
years  and  $3,142,222  over  the  revised  budget  for 
1971-72.  The  revised  personnel  estimates  for  the  cur- 
rent year  show  a  net  reduction  of  252  man-years  com- 
pared to  the  man-years  authorized  in  the  1971-72 
budget.  These  reductions  resulted  primarily  from:  (1) 
revised  estimates  of  efficiency  based  on  engineered 
time  standards  used  for  estimating  the  manpower  re- 
quirements, (2)  continuous  implementation  of  auto- 
mated methods,  and  (3)  work  simplification. 

Funds  have  also  been  included  in  this  budget  to 
provide  for  colored  photographs  on  all  drivers'  li- 
censes pursuant  to  Chapter  1324,  Statutes  of  1971. 

In  the  capital  outlay  budget,  funds  are  included 
for  the  construction  of  new  Department  of  Motor 
Vehicle  field  offices  in  or  near  Bell,  Redwood  City, 
Modesto,  Santa  Cruz  and  Santa  Rosa.  The  budget  also 
provides  money  for  the  acquisition  of  land  for  new 
offices  needed  to  better  serve  the  communities  of  Costa 
Mesa,  Merced  and  Santa  Clara. 

Department  of  Aeronautics 

With  the  adoption  of  airport  noise  regulations  in 
1971,  California  was  the  first  state  in  the  nation,  to 
develop  a  definite  plan  of  action  for  the  reduction  of 


noise  at  airports.  The  budget  for  1972-73  provides 
funds  to  continue  activities  in  the  area  of  airports 
noise  control.  In  addition,  a  total  of  $2,690,000  has 
been  allocated  by  the  Aeronautics  Commission  to 
assist  local  jurisdictions  in  airport  development  and 
improvement. 

PUBLIC  SAFETY 

Safety  for  the  traveling  public  will  always  receive 
top  priority  from  the  Business  and  Transportation 
Agency  and  its  component  departments. 

Based  on  preliminary  statistics,  fewer  people  were 
killed  and  injured  on  California's  highways  in  calen- 
dar 1971  than  in  the  preceding  year.  This  is  impor- 
tant and  most  meaningful  in  view  of  the  fact  that  dur- 
ing the  same  period,  California  experienced  an  in- 
crease in  the  number  of  registered  vehicles,  licensed 
drivers  and  number  of  miles  traveled.  During  1971, 
California  was  presented  the  American  Automobile 
Association  Pedestrian  Safety  Inventory  Award  for 
progressiveness  among  the  states  for  the  third  con- 
secutive year. 

While  other  departments  of  state  government,  local 
governments  and  the  private  sector  have  programs 
that  are  part  of  and  contribute  to  the  overall  traffic 
program  in  the  state,  the  Business  and  Transporta- 
tion Agency  remains  the  primary  unit  for  traffic 
safety  efforts  at  the  state  level.  The  traffic  safety  re- 
lated activities  of  its  component  departments  are 
funded  for  1972-73  at  a  level  consistent  with  main- 
taining leadership  and  improving  California's  re- 
spected traffic  safety  posture. 

Major  contributions  by  the  departments  within  the 
agency  to  this  record  included  further  incorporation 
of  safety  design  features  by  the  Department  of  Pub- 
lic Works ;  increased  enforcement  of  traffic  laws  by 
the  California  Highway  Patrol ;  additional  counseling 
of  negligent  operators,  driver  improvement  analysis 
and  streamlined  methods  of  licensing  drivers  by  the 
Department  of  Motor  Vehicles ;  and  improvement  of 
the  traffic  safety  environment  through  allocation  of 
federal  highway  safety  grants  to  state  and  local  gov- 
ernments by  the  Office  of  Traffic  Safety. 

Additionally,  the  agency  through  its  Department  of 
Aeronautics  is  also  responsible  for  regulating  the  use 
of  the  airways  by  private  citizens  so  as  to  reduce  risk 
insofar  as  possible.  To  serve  this  end.  the  completion 
of  the  Statewide  Master  Plan  of  Aviation  is  an  im- 
portant short-term  objective  as  is  the  sponsorship  of 
flight  safety  seminars  and  clinics. 

These  activities  will  supplement  such  ongoing  re- 
sponsibilities as  planning  and  assisting  in  the  develop- 
ment of  airport  expansions  and  new  airports  to  assure 
that  flight  and  ground  access  routes  are  as  free  from 
hazard  as  possible. 

Mobilehome  construction  and  housing  safety  stand- 
ards are  continually  being  updated  by  the  Department 
of  Housing  and  Community  Development  to  provide 
safer  housing.  In  the  current  fiscal  year,  the  depart- 
ment developed  and  implemented  structural  stand- 
ards for  mobilehomes  which  will  further  increase 
their  safety  and  reliability.  These  activities  involve 
factory  site  construction  inspection  and  codification 
of  statewide  regulatory  standards. 
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These  programs  are  directly  concerned  with  pro- 
tecting, preserving,  enhancing  and  developing,  for  the 
benefit  of  all  Calif ornians,  the  state's  environmental 
wealth.  Programs  funded  by  the  state  range  from 
those  designed  to  attain  and  maintain  desirable  stand- 
ards of  air  and  water  purity,  to  forest  firefighting, 
flood  control,  water  development  and  the  creation  pf 
recreational  opportunities. 

RESOURCES 


DISTRIBUTION  OF  TOTAL  1972-73  PROPOSED 

MILLIONS 

EXPENDITURES  BY  CHARACTER  *  (in  millions) 
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DISTRIBUTION  OF  TOTAL  1972-73  PROPOSED 
EXPENDITURES  BY  DEPARTMENTS  *  (millions) 


$207.7 
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1  All  funds  including  General  Fund,  special  funds, 
and  bond  funds. 
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A.  OTHER  $5.6 

B.  NAVIGATION  AND  OCEAN  DEVELOPMENT  $6.5 

C.  AIR  RESOURCES  BOARD  $7.8 

D.  FISH  AND  GAME  $22.3 

E.  CONSERVATION  $45.3 

F.  PARKS  AND  RECREATION  $31.8 

G.  WATER  RESOURCES  CONTROL  BOARD  $105.3 

H.  WATER  RESOURCES  $207.7 

*  All  funds  including  General  Fund,  special  funds, 
and  bond  funds. 
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RESOURCES  AGENCY 

The  Resources  Agency,  under  the  direction  of  the 
Eesources  Secretary,  is  composed  of  the  Departments 
of  Water  Resources,  Parks  and  Recreation,  Conserva- 
tion, Fish  and  Game,  Navigation  and  Ocean  Devel- 
opment, the  Air  Resources  Board,  the  State  Water 
Resources  Control  Board,  the  Reclamation  Board  and 
such  smaller  entities  as  the  San  Francisco  Bay  Con- 
servation and  Development  Commission,  and  the  Colo- 
rado River  Board. 

A  brief  description  of  the  Resources  Agency  activi- 
ties follows : 

The  Secretaries  for  Resources  and  Business  and 
Transportation  are  responsible  for  developing  en- 
vironmental protection  plans  for  expenditure  of  the 
California  Environmental  Protection  Program  Funds 
which  are  derived  from  the  sale  of  personalized  motor 
vehicle  license  plates.  The  1972-73  budget  proposes 
the  expenditure  of  some  $1.9  million  for  environ- 
mental protection  programs. 

Department  of  Conservation 

The  department's  principal  goals  are  the  protec- 
tion, conservation,  and  development  of  California's 
natural  assets — its  forests  (both  commercial  timber 
and  wildland),  watersheds  and  rangelands,  its  mineral 
deposits,  and  its  soil  resources.  Protection  of  life, 
property  and  resource  values  from  fire  and  geologic 
hazards  is  stressed. 

The  Watershed  and  Fire  Protection  Program  is 
managed  by  the  Division  of  Forestry  and  the  Division 
of  Resource  Conservation.  The  program's  objective  is 
to  protect  the  private  and  state-owned  watershed 
lands  from  fire,  insects,  disease  and  misuse  by  man. 
The  protection  of  forest,  brush  and  grass  wildlands 
from  long-term  damage  and  the  achievement  of  a 
more  intensive  and  better  use  of  the  land  and  water 
resources  is  basic  to  the  continued  economic  and  so- 
cial utilization  of  these  limited  natural  resources. 

The  Geologic  Hazards  and  Mineral  Resources  Con- 
servation Program  is  managed  by  the  Division  of 
Mines  and  Geology.  The  program  objective  is  to  con- 
duct geological  investigations  to  identify  and  provide 
timely  delineation  of  geological  hazards  and  to  iden- 
tify, delineate  and  assist  in  the  ultimate  utilization  of 
deposits  of  mineral  raw  materials,  both  onshore  and 
offshore,  consistent  with  wise  conservation  practices. 

The  Oil,  Gas,  and  Geothermal  Protection  Program 
is  managed  by  the  Division  of  Oil  and  Gas.  The  pro- 
gram objective  is  to  prevent  waste  or  damage  to  the 
immediate  environment  and  other  natural  resources, 
provide  for  greater  ultimate  recovery  of  oil,  gas,  and 
geothermal  resources,  and  prevent  contamination  of 
fresh  waters  penetrated  by  wells. 

The  department's  budget  contains  $45.3  million  in 
state  funds  for  these  programs  in  1972—73. 

Chapter  1152,  Statutes  of  1971,  established  the 
Strong  Motion  Instrumentation  Program  for  the  pur- 
pose of  acquiring,  installing,  and  maintaining  strong 
motion  instruments  in  representative  geologic  en- 
vironments and  structures  throughout  the  state.  This 
new  program  is  budgeted  at  $193,683  for  1972-73 
and  will  be  managed  by  the  Division  of  Mines  and 


Geology.  The  program  is  financed  from  a  special  fund 
consisting  of  fees  collected  from  city  and  county  con- 
struction permits. 

Beginning  in  1972-73  it  is  proposed  that  the  Divi- 
sion of  Forestry  assume  fire  protection  of  approxi- 
mately 580,000  acres  of  land  currently  under  con- 
tractual protection  by  the  U.  S.  Forest  Service.  Also 
proposed  in  1972-73  is  the  establishment  of  four  ad- 
ditional helitack  crews  to  meet  fire  attack  ueeds  in 
problem  transportation  areas  of  the  state. 

Department  of  Fish  and  Game 

The  objective  of  the  Department  of  Fish  and  Game 
is  to  insure  the  perpetuation  and  enhancement  of  fish 
and  wildlife  for  the  present  and  future  use  and  enjoy- 
ment of  the  citizens  of  the  state.  In  1972-73,  the 
department  proposes  a  budget  of  $25  million  to  ac- 
complish this  objective.  The  department's  six  pro- 
grams include  enforcement  of  laws  and  regulations, 
wildlife,  inland  fisheries,  anadromous  fisheries,  marine 
resources,  and  environmental  services. 

The  enforcement  program  accounts  for  almost  one- 
third  of  the  department's  budget.  The  objective  of 
this  program  is  to  insure  that  the  Fish  and  Game 
Code  is  enforced  to  a  degree  that  will  provide  for  the 
maximum  sustained  yield,  utilization  and  enjoyment 
of  the  fish  and  wildlife  resources. 

The  wildlife  management  program  attempts  to  per- 
petuate and  conserve  wildlife  found  throughout  the 
state,  to  maintain  optimum  breeding  stock  of  our 
wildlife  species  and  to  obtain  a  maximum  harvest  of 
those  game  species  that  have  an  open  hunting  season. 
Over  five  million  days  of  recreation  for  California 
hunters  are  provided  by  upland  game  species  alone. 

The  inland  fisheries  program  seeks  to  provide  diver- 
sified and  satisfactory  fishing  for  California  anglers 
while  insuring  the  perpetuation  of  the  state's  native 
fisheries.  Freshwater  fishing  in  California  currently 
sustains  about  18,000,000  angler-days  annually.  To 
supplement  natural  fish  production,  the  department 
operates  23  hatcheries  which  annually  produce  almost 
three  and  one-half  million  pounds  of  fish  for  stocking 
purposes. 

The  anadromous  fisheries  program  deals  with  the 
important  species  of  salmon,  steelhead,  striped  bass, 
shad  and  sturgeon.  These  resources  support  an  esti- 
mated three  million  angler-days  of  recreational  fishing 
annually,  while  the  commercial  catch  of  salmon  aver- 
ages eight  million  pounds  annually. 

The  marine  resources  program  has  as  its  goal  to 
maintain  all  species  of  marine  fish  and  marine  wildlife 
for  their  intrinsic  and  ecological  values  as  well  as  for 
their  direct  benefits  to  man.  California  now  produces 
about  one-tenth  of  the  five  billion  pounds  of  commer- 
cial fishery  products  produced  by  the  United  States. 
Marine  sport  anglers  fish  more  than  six  million  days 
annually  and  land  over  29  million  pounds  of  fish  in 
California  in  addition  to  the  commercial  catch. 

The  program  of  water  projects  and  water  quality 
involves  the  review  and  study  of  federal,  state,  and 
state-assisted  water  projects,  federal  highway  projects, 
and  statewide  water  quality  conditions  to  protect  and 
augment  existing  fish  and  wildlife  resources. 

Increased  hunting  and  fishing  license  fees  will  pro- 
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vide  additional  annual  revenues  of  approximately  $5 
million  in  the  budget  year.  This  budget  proposes 
additional  expenditures  of  $581,000  as  an  initial  in- 
crement in  providing  needed  program  augmentations. 
These  increased  expenditures  will  allow  for  needed 
inprovement  in  the  enforcement  of  laws  and  regula- 
tions. Other  program  changes  made  possible  by  new 
revenues  and  proposed  in  this  budget  are  :  1.  Increased 
trout  angling  opportunities  are  to  be  provided  by 
stocking  selected  reservoirs  near  metropolitan  areas 
during  winter  and  spring  periods;  2.  the  development 
of  an  experimental  plan  to  fully  utilize  the  potentials 
of  warmwater  fishing  in  reservoirs;  3.  Development 
and  implementation  of  new  habitat  manipulation 
practices  and  the  development  of  a  management  pro- 
gram for  the  North  King  Deer  Herd;  4.  The  provid- 
ing of  services  to  the  ocean  sport  fishermen  by  design- 
ing ocean  fishing  maps,  information  on  sport  fishing, 
fishing  access  and  the  location  of  fishing  reefs; 
5.  Increased  emphasis  of  water  quality,  the  develop- 
ment of  federal  and  state  programs  for  pollution 
control  and  the  increasing  number  of  accidental  pollu- 
tion incidents  require  the  development  and  evalua- 
tion of  data  to  properly  represent  the  department's 
interest  in  water  quality;  finally,  the  department 
plans  to  provide  better  informational  services  to  the 
license  buyer  and  the  general  public. 

Department  of  Navigation  and  Ocean  Development 

The  Department  of  Navigation  and  Ocean  Develop- 
ment is  the  department  in  the  Resources  Agency 
established  to  implement  state  and/or  federal  acts 
related  to  ocean  and  coastal  zone  matters  and  to  ad- 
minister the  state 's  boating  safety  and  boating  facili- 
ties development  programs. 

The  objectives  of  the  Department  of  Navigation  and 
Ocean  Development  are  to  prepare  the  Comprehensive 
Ocean  Area  Plan  as  mandated  by  the  "Marine  Re- 
sources Conservation  and  Development  Act  of  1967", 
to  develop  and  improve  the  waterways  and  boating 
facilities  of  the  state,  to  promote  safety  of  persons 
and  property  in  and  connected  with  the  operation  of 
vessels  on  state  waters,  to  license  yacht  and  ship 
brokers  and  salesmen,  and  to  conduct  a  beach  erosion 
program  in  cooperation  with  the  federal  government 
and  agencies  of  local  government. 

The  1967  Legislature  passed  California's  "Marine 
Resources  Conservation  and  Development  Act  of 
1967"  charging  the  Governor  to  prepare  a  California 
Comprehensive  Ocean  Area  Plan  (COAP).  The  Gov- 
ernor, by  Executive  Order  67-25  of  August  24,  1967, 
organized  the  Interagency  Council  for  Ocean  Resources 
to  provide  policy  guidance  for  the  COAP  project.  The 
COAP  objectives  are  to  develop,  encourage  and  main- 
tain the  orderly,  long-range  conservation  and  multiple- 
use  development  of  marine  and  coastal  resources  in 
the  total  public  interest;  to  optimize  the  development 
of  mineral,  food,  and  other  living  resources  of  the  sea, 
the  improvement  of  commerce,  transportation  and 
recreational  uses,  and  the  wise  use  of  coastal,  tide  and 
submerged  lands  to  meet  the  demand  of  population 
growth  in  the  coastal  zone;  to  promote  and  coordi- 
nate the  effective  utilization  of  the  scientific  and  engi- 
neering resources  of  the  state  and  to  prevent  conflict 
of  ocean-oriented  activities  between  governmental  and 
private  sectors,  and  designate  lead  agencies  to  imple- 


ment specific  sections  of  the  plan. 

The  boating  facilities  program  comprises  over  80 
percent  of  the  department's  budget.  Launching  facil- 
ity grants  are  proposed  at  Mayflower  Park  (Riverside 
County),  Packers  Bay,  Shasta  Lake  (Shasta  County), 
Trinity  Center,  Clair  Engle  Lake  (Trinity  County), 
and  Medicine  Lake  (Siskiyou  County).  Small  Craft 
Harbor  construction  loans  are  planned  for  the  Berk- 
eley Marina  and  the  San  Leandro  Harbor  (Alameda 
County),  Crescent  City  Harbor  (Del  Norte  County), 
Cabrillo  Marina,  Los  Angeles  Harbor  (Los  Angeles 
County),  Oceanside  Harbor  (San  Diego  County), 
Santa  Cruz  Harbor  (Santa  Cruz  County),  Pillar 
Point,  Half  Moon  Bay  (San  Mateo  County).  Capital 
Outlay  projects  are  also  proposed  at  Angel  Island 
State  Park,  Brannan  Island  State  Recreation  Area, 
Colusa-Sacramento  River  State  Recreation  Area, 
Granite  Bay  and  Rattlesnake  Bar  at  Folsom  Lake, 
Long  Beach,  Millerton  Lake  State  Recreation  Area, 
Perris  Reservoir,  and  Pyramid  Reservoir. 

The  boating  safety  and  regulation  program  pro- 
motes uniform  enforcement  by  proposing  to  provide 
financial  aid  to  20  counties  and  the  Department  of 
Parks  and  Recreation  for  boating  law  enforcement. 
Although  boating  accidents  are  decreasing  on  a  per 
capita  basis,  education  of  the  boating  public  on  safe 
boating  practices  continues  through  the  development 
and  continuous  dissemination  of  boating  safety  litera- 
ture, boating  safety  research,  and  the  coordination  of 
the  state's  safety  and  regulation  program  with  or- 
ganizations concerned  with  boating  safety  and  en- 
forcement and  to  provide  support  for  these  organiza- 
tions where  appropriate. 

The  beach  erosion  control  program  proposes  $128,700 
to  fund  stage  5(b)  of  the  Orange  County  Beach 
Erosion  Control  Project. 

The  department  also  proposes  the  establishment  of 
the  Marine  Transport,  Terminal  and  Navigation  Plan 
to  be  used  in  the  State  Transportation  Plan  and  in  the 
COAP,  and,  to  set  forth  priorities  for  projects  to  in- 
sure that  California's  marine  transport  system  is  both 
effective  and  economically  judicious  and  to  cooperate 
with  the  federal  government  and  initiate  independent 
studies  to  enhance  marine  safety. 

Department  of  Parks  and  Recreation 

The  Department  of  Parks  and  Recreation  budget 
provides  for  gross  expenditures  of  $46.8  million  in 
1972-73.  Net  expenditures  are  $31.8  million  after  de- 
ductions of  $5.8  million  in  Federal  Land  and  Water 
Conservation  funds,  $0.6  million  from  Save-the-Red- 
woods  League,  and  $8.7  million  in  reimbursements. 
The  latter  figure  is  substantially  increased  over 
1971-72  because  park  fees  which  have  previously  been 
treated  as  General  Fund  revenues  are  proposed  as 
reimbursements  in  the  budget  year.  It  is  expected 
that  this  shift  will  assist  the  department  in  financing 
workload  increases  due  to  more  park  visitors  and  the 
opening  of  new  park  facilities. 

Principal  objectives  of  the  department  include  : 

1.  To  secure  and  preserve  elements  of  the  state's 
outstanding  landscape,  cultural  and  historical  fea- 
tures. 

2.  To  provide  for  the  meaningful  and  constructive 
use  of  people's  uncommitted  time. 

3.  To    help    people    understand    and    appreciate, 
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through  an  interpretive  program,  the  state's  cultural, 
historic  and  natural  heritage. 

4.  To  maintain  and  where  necessary  improve  the 
quality  of  California's  environment. 

5.  To  maintain  a  statewide  recreation  plan  that  in- 
cludes a  continuing  analysis  of  the  state's  need  for 
recreational  areas  and  facilities,  and  a  recommenda- 
tion of  the  levels  of  public  and  private  responses  for 
meeting  this  need. 

6.  To  encourage  all  levels  of  government  and  pri- 
vate enterprise  throughout  the  state  to  participate, 
whenever  feasible,  in  the  development  and  operation 
of  recreational  facilities. 

The  major  activity  of  the  Department  of  Parks  and 
Recreation  is  the  development  and  operation  of  the 
state  park  system.  It  is  anticipated  that  over  45  mil- 
lion people  will  visit  these  facilities  in  1972-73. 

In  1972-73  the  department  continues  its  emphasis 
on  the  planning  and  development  of  recreation  facili- 
ties at  state  water  projects.  This  is  the  result  of  the 
successful  passage  of  Proposition  20  in  the  November 
1970  election.  Proposition  20  established  the  Recrea- 
tion and  Fish  and  Wildlife  Enhancement  Bond  Fund 
and  the  department  has  assumed  the  responsibility  for 
a  $54,000,000  recreation  development  program  at  state 
water  projects. 

In  1972-73,  $1,054,000  is  proposed  for  workload  in- 
creases tied  to  operation  of  the  state  park  system.  The 
largest  single  item  in  this  category  is  the  opening  of 
an  extension  of  the  Pismo  Beach  area,  which  has  re- 
cently been  acquired  with  park  bond  funds. 

The  1972—73  capital  outlay  budget  for  the  depart- 
ment proposes  expenditures  in  excess  of  $22.4  million, 
including  $5.8  million  in  Federal  Land  and  Water 
Conservation  Funds  and  $0.6  million  from  Save-the- 
Redwoods  League.  Over  $4.6  million  of  this  total  is 
from  the  State  Beach,  Park,  Recreational  and  His- 
torical Facilities  Bond  Act  of  1964.  Over  $11  million 
is  proposed  from  the  Recreation  and  Fish  and  Wild- 
life Enhancement  Fund  authorized  by  Proposition  20. 
Some  of  the  major  areas  proposed  for  development  in 
1972—73  include  Point  Mugu  State  Recreation  Area, 
Del  Valle  Reservoir,  Frenchman  Lake,  Perris  Reser- 
voir, San  Luis  Reservoir,  and  Sawpit  Canyon. 

Department  of  Water  Resources 

The  primary  objective  of  the  1972—73  expenditure 
program  of  the  Department  of  Water  Resources  con- 
tinues to  be  maximum  beneficial  use  of  California's 
water  resource  consistent  with  a  public  concern  for 
the  environment. 

Increasing  emphasis  is  being  given  toward  develop- 
ing alternatives  to  further  development  of  surface  and 
ground  water  basins.  For  1972-73,  $737,000  is  pro- 
posed in  investigating  desalination,  geothermal  re- 
source, weather  modification  and  waste  water  reclama- 
tion, up  from  $383,000  in  1970-71. 

Completion  of  the  State  Water  Project  remains  es- 
sentially on  schedule,  with  increasing  amounts  of  wa- 
ter being  delivered  in  northern  and  central  California. 
Water  deliveries  will  begin  in  1972—73  in  southern 
California.  Power  will  continue  to  be  generated  at 
Oroville,  and  new  hydroelectric  powerplants  at 
Castaic  and  at  Devil  Canyon,  north  of  San  Bernar- 
dino, will  begin  generation  in  1972-73.  Recreational 
facilities  at  the  new  southern  California  reservoirs  and 


fishing  access  sites  along  the  aqueduct  are  being  de- 
veloped to  be  ready  when  the  facilities  are  capable 
of  delivering  and  storing  water. 

The  department  will  continue  to  administer  the 
program  which  contributes  the  state's  share  of  ap- 
poved  flood  control  projects  constructed  by  the  fed- 
eral government  by  reimbursing  local  agencies  for 
acquiring  lands,  easements,  and  rights-of-way  for 
these  authorized  flood  control  projects.  As  part  of  the 
same  program,  the  department  will  continue  to  meet 
its  statutory  responsibilities  for  the  safety  of  dams 
within  the  state. 

State  Water  Resources  Control  Board 

The  State  Water  Resources  Control  Board  is 
charged  with  the  function  of  determining  the  rights  to 
the  use  of  water,  so  that  the  limited  water  resources 
of  the  state  are  wisely  used  and,  with  the  nine  regional 
water  quality  control  boards,  to  provide  coordinated 
statewide  control  of  water  quality.  The  three  major 
programs  of  the  board  are  water  quality  control,  plan- 
ning and  research  and  water  rights. 

The  objective  of  the  water  quality  control  program 
is  to  end  water  pollution  and  to  maintain  the  highest 
possible  water  quality.  To  work  toward  this  objective 
the  board  must  formulate  water  quality  control  poli- 
cies, establish  and  review  waste  discharge  require- 
ments, perform  surveillance  and  enforcement  activi- 
ties, review  applications  for  federal  grants  and  state 
financial  assistance  for  construction  of  waste  treat- 
ment facilities  and  provide  coordination  and  technical 
advice  on  water  quality  matters. 

The  planning  and  research  program  provides  com- 
prehensive long-range  planning  to  better  manage  the 
quality  of  the  state's  water.  The  data  and  information 
provided  by  this  program  is  needed  to  solve  the  in- 
creasingly complex  problems  of  water  quality  manage- 
ment. It  includes  the  development  of  basin  plans,  the 
coordination  of  research  and  technological  data,  con- 
duct specific  studies  and  investigations,  prepare  and 
implement  a  statewide  water  quality  monitoring  in- 
formation storage  and  retrieval  system. 

The  objective  of  the  water  rights  program  is  to  ob- 
tain the  greatest  beneficial  use  of  the  waters  of  the 
state.  It  prevents  waste  or  unreasonable  use  of  water 
by  administering  the  appropriation  laws,  also  gives  as- 
sistance to  the  courts  in  determination  of  water  rights 
adjudications  and  maintains  a  record  of  water  diver- 
sions and  use  throughout  the  state. 

The  passage  of  the  Porter- Cologne  Water  Quality 
Control  Act  and  the  Clean  Water  Bond  Law  of  1970 
have  greatly  expanded  the  tasks  and  workload  of  the 
board.  The  Porter-Cologne  Water  Quality  Control  Act, 
which  became  operative  on  January  1,  1970,  was  the 
first  major  overhaul  of  the  state's  water  quality  con- 
trol law  in  20  years  and  is  regarded  as  the  toughest 
water  quality  control  act  in  the  nation. 

The  Clean  Water  Bond  Law  of  1970  provided  $250 
million  of  state  money  as  part  of  a  one-billion-dollar 
federal-state-local  program  to  construct  new  or  im- 
proved wastewater  treatment  and  disposal  facilities  in 
California  over  a  five-year  period.  The  board  has  the 
responsibility  for  administering  this  program. 

Air  Resources  Board 

The  mission  of  the  Air  Resources  Board  is  to  control 
air  pollution  in  California.  Air  pollution  is  complex, 
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both  in  its  makeup  and  in  its  control. 

This  budget  provides  $8.6  million  (including  $880.- 
000  in  federal  funds)  for  support  of  the  air  pol- 
lution control  activities  of  the  board,  including  funds 
for  continued  research  into  the  causes  of  air  pollution 
and  the  interaction  of  various  pollutants  in  the  atmos- 
phere. As  additional  information  is  gained,  new  or  re- 
vised air  quality  standards  will  be  set  for  the  con- 
taminants. New  emissions  standards  will  also  be  set  to 
control  both  stationary  and  vehicular  sources  of  pol- 
lution. 

California  has  turned  the  corner  on  vehicle  pollu- 
tion ;  however,  more  work  is  needed  if  the  objective 
of  restoring  air  quality  is  to  be  met,  particularly  with 
the  increase  in  car  population  anticipated  by  1980. 


The  1970-71  budget  provided  $1.6  million  for  con- 
structing and  equipping  a  new  air  pollution  labora- 
tory which  will  be  capable  of  evaluating  the  numerous 
control  systems  being  developed.  It  will  also  be  used 
for  research  and  development  in  connection  with  the 
increasingly  critical  emissions  standards.  This  facility 
will  be  in  operation  during  1972-73. 

The  1970  and  the  1971  Legislature  directed  the  Air 
Resources  Board  to  initiate  a  number  of  new  programs 
or  expand  current  programs.  This  action  will  be  reach- 
ing full  effectiveness  in  1972-73.  The  programs  include 
control  of  agricultural  burning,  expansion  of  state  air 
monitoring  activities,  coordination  of  local  air  pollu- 
tion control  districts,  review  of  local  air  pollution  rules 
and  regulations,  and  a  research  program. 


ENVIRONMENTAL   PROTECTION   AND   ENHANCEMENT 


The  environment  includes  the  total  surroundings ; 
the  physical,  biological,  and  cultural  factors,  both  nat- 
ural and  manmade,  which  affect  health,  senses  and 
intellect.  Major  physical  factors  of  the  environment 
which  must  be  considered  are  land,  water,  air,  climate, 
sound,  odors,  tastes,  and  manmade  structures.  Biologi- 
cal factors  of  the  environment  are  animals  and  plants, 
both  wild  and  domestic,  native  and  introduced.  Man 
himself  is  part  of  the  biological  environment.  Cultural 
environmental  factors  are  the  characteristic  features 
of  a  given  stage  of  civilization,  the  architectural  styles, 
human  activities  and  the  available  services  and 
amenities. 

This  state  has  demonstrated  an  unparalleled  capac- 
ity to  build  and  develop  the  economic  resources 
needed  to  provide  its  citizens  with  a  high  standard  of 
living.  However,  it  is  becoming  increasingly  obvious 
that  a  greater  effort  must  be  directed  toward  pro- 
tecting and  enhancing  the  natural  resources  and  en- 
vironment. 

California  has  been  working  for  many  years  to  iden- 
tify and  solve  its  environmental  problems.  Its  main 
emphasis  has  been  in  the  areas  of  air  pollution  abate- 
ment, fish  and  wildlife  protection,  and  water  pollution 
prevention  and  control.  In  recent  years,  environmental 
protection  has  been  expanded  to  include  land  use, 
waste  management,  noise  control  and  water  reclama- 
tion, to  name  a  few. 

Substantial  progress  has  been  made  in  several  sig- 
nificant areas.  When  the  rest  of  the  country  was  just 
starting  to  take  on  the  massive  problems  of  environ- 
mental protection,  California  was  setting  the  pace  for 
effective  controls  of  air  and  water  pollution.  Cali- 
fornia has  the  strongest  controls  in  the  nation.  This 
was  recognized  last  year  when  the  federal  government 
granted  a  request  to  require  assembly  line  testing  of 
every  new  car's  smog  control  system  before  they  can 
be  sold  in  California. 


The  1971  automobiles  on  California's  highways  have 
the  most  sophisticated  smog  control  devices  ever  de- 
veloped. They  produce  85  percent  fewer  hydrocarbons 
than  new  cars  of  a  few  years  ago.  And  this  year  the 
state  instituted  the  first  controls  ever  imposed  any- 
where on  oxides  of  nitrogen. 

The  recently  enacted  Porter-Cologne  Water  Quality 
Control  Act  emphasizes  a  strict  enforcement  program. 
This  act  reflects  an  enlightened  philosophy  of  en- 
vironmental control.  The  law  enables  a  higher  level  of 
water  quality  to  be  maintained  by  expanding  the  defi- 
nition of  the  "beneficial  uses"  of  the  state's  waters  to 
include  the  preservation  and  enhancement  of  fish  and 
wildlife  and  the  aesthetic  enjoyment  of  water. 

The  Clean  Water  Bond  Law  of  1970  provided  $250 
million  in  state  funds  to  assist  local  communities  in 
the  construction  of  very  much  needed  wastewater 
treatment  and  disposal  facilities.  These  new  and  im- 
proved facilities  represent  solid  progress  toward  clean 
water  for  California.  The  total  problem  certainly  will 
not  be  resolved  but  these  facilities  will  go  a  long  way 
toward  its  solution  and  in  many  instances  the  adverse 
impact  on  the  aquatic  environment  will  be  drastically 
reduced. 

California's  continuing  population  growth  has  in- 
troduced increasing  pressures  and  competing  demands 
on  California 's  natural,  social  and  economic  resources. 
Over  the  decades  there  has  been  a  tendency  to  court 
such  growth  without  calculating  the  costs,  or  prepar- 
ing for  the  effects.  Today,  the  cumulative  impact  of 
those  many  years  of  growth  is  bearing  seriously  on 
many  aspects  of  California  life — especially  upon  the 
environment.  Therefore  the  Office  of  Planning  and 
Research  has  been  directed  to  continue  its  efforts  in 
developing  recommendation  statements  on  environ- 
mental goals  and  policies. 


THE  PROPER   BALANCE 


While  the  state 's  resources  must  be  shepherded  more 
effectively  in  the  future  if  it  is  to  improve  the  quality 
of  life  for  all  Californians,  care  must  be  taken  to  in- 
sure that  perspective  is  maintained  and  that  tradi- 
tional freedoms  are  not  subject  to  unnecessary  restric- 
tion. A  completely  controlled  economy,  a  totally 
planned  and  regimented  environment,  is  as  much  of 
an  anathema  to  the  citizens  of  this  state  as  a  com- 
pletely unregulated  and  chaotic  society. 


The  purpose  is  to  achieve  a  proper  balance  within 
the  constitutional  structure  of  government  in  a  free 
society. 

By  developing  appropriate  statewide  environmental 
goals  and  policies,  local  governments  will  have  a  defi- 
nite framework  within  which  they  may  develop  more 
specific  goals  and  policies  to  meet  their  immediate  con- 
cerns and  responsibilities. 
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CRITERIA  AND   GUIDELINES   FOR   ENVIRONMENTAL   EXPENDITURES 


The  environment  is  a  highly  complex  system  that 
requires  the  attention  of  a  number  of  state  agencies 
with  special  expertise  in  specific  fields.  While  a  num- 
ber of  major  environmental  programs  are  centralized 
in  the  State  Resources  Agency,  the  all-inclusive  nature 
of  the  environment  encompasses  departmental  pro- 
grams in  other  state  agencies  as  well. 

For  purposes  of  the  budget,  the  term  Environ- 
mental Expenditures  means  those  expenditures  for 
maintaining  or  improving  the  quality  of  our  natural 
resources  and  aesthetic  values  lying  therein.  This  in- 
cludes land,  air,  water  and  the  visual,  aural,  and 
olfactory  senses  derived  therefrom. 

The  term  environment  encompasses  more  than  the 
above  because  it  means  the  surrounding  conditions, 
influences  or  forces  that  influence  or  modify  man's 
life.  Thus,  social  and  economic  programs  of  the  state 
could  also  be  included  within  the  broad  context  of  the 
word. 

Because  of  this  diversity  of  programs  and  the  rela- 
tionship of  programs,  both  within  and  outside  of  a 
specific  unit  of  government,  it  is  therefore  necessary 
for  program  managers,  department  heads  and  agency 
secretaries  to  be  in  a  position  to  review  and  relate  the 
importance  and  dependence  of  one  program  to  an- 
other. This  review  then  will  involve  programs  within 
a  specific  department  as  well  as  departmental  pro- 
grams within  a  specific  agency. 

To  provide  a  complete  overview  of  environmentally 
oriented  programs,  it  is  necessary  for  the  agency  sec- 
retaries and  the  State  Department  of  Finance  to  re- 
view these  same  program  relationships  in  light  of 
stated  environmental  goals  and  policies  and  statewide 
objectives. 

In  addition  to  the  criteria  stated  herein,  it  is  essen- 
tial that  the  source  of  funds  to  be  utilized  by  a  specific 
program  and  any  constraints  placed  on  that  source  of 
funds  also  be  examined.  For  example,  the  relationship 
between  programs  funded  wholly  from  the  General 
Fund  will  differ  from  the  relationship  of  programs 


funded  from  Special  Funds,  the  use  of  which  is  lim- 
ited constitutionally  or  statutorily  to  specific  areas. 
The  programs  obviously  do  not  compete  with  one  an- 
other for  funding,  but  must  be  reviewed  for  compati- 
bility and  the  relationship  to  meeting  stated  goals. 

The  criteria  used  by  the  various  levels  of  review  in 
determining  which  environmental  programs  will  be 
funded  are : 

A.  The  urgency  of  the  problem  to  which  the  pro- 
gram is  directed; 

1.  The   magnitude  of  the   current,   or  potential 
problem 

2.  The    percentage    of    citizens    affected   by    the 
problem 

3.  The  amount  and  type  of  natural  resources  af- 
fected by  the  problem 

4.  The  irreversibility  of  the  damage  to  the  en- 
vironment, if  action  is  not  taken 

B.  Relevance  of  the  problem  to  the  state's  goals 
and  objectives; 

C.  The  cause  and  effect  relationship  of  the  problem 
and  related  problems  to  the  proposed  program;  and 

D.  The  relationship  between  need  for  immediate 
action  versus  preventive  type  programs  as  they  might 
effect  specific  environmental  concerns. 

The  information  which  follows  was  compiled  in  re- 
sponse to  Assembly  Concurrent  Resolution  No.  65  of 
1970.  Expenditures  for  environmental  preservation 
and  enhancement  are  shown  by  department,  by  year, 
and  by  environmental  activity.  Six  environmental  ac- 
tivity categories  are  detailed  where  applicable,  includ- 
ing 1)  land  use,  2)  water  resources,  3)  air  resources, 
4)  solid  waste  management,  5)  noise  abatement,  and 
6)  general.  This  format  basically  follows  the  precedent 
established  last  year  by  the  Environmental  Quality 
Study  Council. 

All  expenditures  are  necessarily  estimated  because 
accounting  systems  are  not  currently  set  up  to  reflect 
this  type  of  data.  Source  of  funds  is  shown  in  each 
agency  summary  and  in  the  statewide  totals.  All  costs 
are  shown  in  thousands  of  dollars. 


AGRICULTURE  AND 

(All  expenditures  estimated  and 
DEPARTMENT  OF  AGRICULTURE 
Air  Resources 

Conducts  surveys  to  detect  plant  pests  and  condi- 
tions new  to  the  state  or  area.  Plant  damage  caused  by 
air  pollutants  is  measured  and  reported.  Agricultural 
Code,  Sections  401,  461,  5321. 


1970-71  1971-72 

$46  $74 


1972-73 
$74 


Expenditures     $46 

Solid  Waste  Management 

Regulates  certain  refuse  disposal  and  distribution 
practices.  Agricultural  Code,  Sections  16001-16154, 
10901,  10990. 


Expenditures 


1970-71 

$58 


1971-72 


1972-73 

$58 


SERVICES  AGENCY 

shown  in  thousands  of  dollars) 
General 

1.  License  each  pesticide  product  and  persons  sell- 
ing or  applying  agricultural  pesticides  for  hire.  Agri- 
cultural Code,  Sections  11701-11705,  12101-12107, 
12811. 

1970-71  1971-72  1972-73 

Expenditures     $432  $693  $972 

2.  Compiles  and  evaluates  data  basic  to  designation 
of  pesticides  that  are  injurious  materials  or  injurious 
herbicides  requiring  a  permit  from  county  agricul- 
tural commissioner  before  purchase  and  use.  Agri- 
cultural Code,  Sections  14001-14033. 


Expenditures 


1970-71 
$35 


1971-72 
$35 


1972-73 
$40 


3.  Collects  samples  of  fruit,  vegetables,  feed,  milk, 
and  meat  and  analyzes  them  for  pesticide  residues  to 
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AGRICULTURE  AND  SERVICES  AGENCY— Continued 
(All  expenditures  estimated  and  shown  in  thousands  of  dollars) 


regulate  quality  and  stop  sale  of  lots  with  excess  resi- 
due. Agricultural  Code,  Sections  12581-12801. 

1970-71  1971-72  1972-73 

Expenditures     $546  $577  $547 

4.  Works  with  Water  Resources  Control  Board  and 
Departments  of  Public  Health,  Fish  and  Game,  and 


the  University  of  California  in  evaluating  proposed 
uses  of  pesticides.  Agricultural  Code,  Sections  12824, 
14102-14103. 


Grand  Totals,  Agriculture 
and  Services  Agency  _ 


$1,117 


$1,437 


$1,691 


BUSINESS  AND  TRANSPORTATION   AGENCY 


DEPARTMENT  OF  AERONAUTICS 

Noise  Abatement 

1.  Assist  the  implementation  and  understanding  of 
the  new  Noise  Standards  (Regulations)  for  California 
airports.  This  requires  coordination  with  county  gov- 
ernments, airport  operators,  aircraft  and  airline  op- 
erators, and  the  FAA. 

1970-71  1971-72  1972-73 

Expenditures    $32  $12  $6 

2.  As  condition  of  site  approval  make  determination 
that  advantages  to  public  of  future  airport  sites  out- 
weigh disadvantages  to  environment.  Public  Utilities 
Code,  Section  21666(e). 

1970-71  1971-72  1972-73 

Expenditures     $24  $20  $24 

3.  Review  environmental  impact  of  proposed  air- 
ports where  federal  or  state  funding  is  involved.  Pub- 
lic Resources  Code,  Sections  21101-21102. 


Expenditures    

Totals,  Department  of 
Aeronautics    


1970-71 


$56 


1971-72  1972-73 

$20  $24 


$52 


$54 


HIGHWAY  PATROL 

Air  Resources 

1.  Inspect  motor  vehicles  for  required  air  pollution 
control  devices,  including  on-highway  analysis  of  ex- 
haust emissions.  Vehicle  Code,  Section  2814. 


Expenditures 


1970-71  1971-72  1972-73 

$334  $338  $370 


2.  License  and  regulate  official  motor  vehicle  pol- 
lution control  device  installation  and  inspection  sta- 
tions. Vehicle  Code,  Sections  2500-2504,  2520-2523, 
2540-2549,  12301-12304,  27153,  27153.5  and  27156- 
27158. 

1970-71  1971-72  1972-73 

Expenditures    $282  $370  $388 

Solid  Waste  Management 

Enforce  against  throwing  lighted  objects  or  litter 
from  vehicles  along  highways.  Vehicle  Code,  Sections 
23111,  23112,  23115.  Penal  Code,  Section  374b,  Health 
and  Safety  Code,  Sections  13001,  13002. 


Expenditures    

Noise  Abatement 


1970-71  1971-72  1972-73 

$10  $10  $10 


Excessive  noise  research  and  highway  enforcement. 
Provide  technical  assistance  to  other  agencies  involved 


in  noise   abatement.   Vehicle   Code,    Sections    32130, 
27150,  27151,  27160. 

1970-71  1971-72  1972-73 

Expenditures    $291  $336  $364 

General 

Control  of  highway  transportation  of  hazardous 
materials.  Vehicle  Code,  Sections  2500-2504,  2530- 
2532,  2540-2549,  31600-31602,  31607-31620,  and 
34001-34004. 

1970-71  1971-72  1972-73 

Expenditures     $3  $4  $4 


Totals,  Highway  Patrol 


$920 


$1,058 


$1,136 


DEPARTMENT  OF   HOUSING  AND 
COMMUNITY   DEVELOPMENT 

Land  Use 

The  Department  of  Housing  and  Community  De- 
velopment is  presently  engaged  in  several  programs 
which  relate  to  judicious  land  use  and  which  have 
both  short  and  long  term  effects  upon  the  protection 
of  this  aspect  of  the  environment. 

The  development  of  a  Statewide  Housing  Element, 
staff  liaison  with  and  assistance  to  the  state  Office  of 
Planning  and  Research,  technical  assistance  to  local 
governments  on  redevelopment  and  community  de- 
velopment activities,  and  the  Operation  Breakthrough 
program  are  particular  efforts  which  have  definite 
environmental  impact  implications,  especially  as  they 
influence  land  use. 

1970-71  1971-72  1972-73 

Expenditures    $100  $135  $180 

Solid  Waste  Management 

The  department  has  statutory  authority  relating  to 
waste  disposal  under  authority  granted  in  the  Health 
and  Safety  Code  applicable  to  buildings  subject  to 
provisions  of  the  State  Housing  Law,  to  buildings  and 
installations  within  mobilehome  parks,  and  also  to 
buildings  subject  to  provisions  of  the  Employee 
Housing  Act,  Labor  Code. 


Expenditures    

Totals,  Department  of 
Housing  and  Com- 
munity Development 


1970-71 
$150 


1971-72 

$150 


$250  $285 

DEPARTMENT  OF  MOTOR  VEHICLES 


1972-73 

$160 


$340 


Air  Resources 

In  accordance  with  Vehicle  Code  statutory  require- 
ments [4000.1,  4000.2  and  24007(b)]  and  with  the 
State  Air  Resources  Board  regulations,  the  depart- 
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BUSINESS  AND  TRANSPORTATION   AGENCY— Continued 

ment  continues  to  require  evidence  of  a  smog  control  197°«qo       19?1$7Q5       19?$ioo 

device  in  proper  operating  condition  as  a  prerequisite  xpen  ltures                                     $                 $               $ 

to  motor  vehicle  registration.  2.  Lake  Tahoe  Siltation  Study  to  establish  methods 

1970-71        1971-72        1972-73  °^   preventing   erosion   to   preserve   quality   of   Lake 

Expenditures $543              $568              §592  Tahoe  water. 

1970-71  1971-72  1972-73 

Solid  Waste  Management  Expenditures -  $55  $109 

Kegulates   the  disposal   of   abandoned   or   wrecked  3.  Development  of  research  of  influence  of  high- 
motor  vehicles.  Vehicle  Code,  Sections  11500-11522,  ways  on  water  quality, 
and  22650^2856.                                                                        ExpendHures ™J       «™        »™ 

General  Mr  Resources 

The  sale  of  personalized  license  plates  to  finance  the  1.  Conducts   studies   of   motor  vehicle   related   air 

California   Environmental   Protection   Program   con-  pollution.  California  Highway  Commission  action, 

tinues  as  a  high  priority  function.  (Vehicle  Code  Sec-  1970-71        1971-72        1972-73 

tions  5100-5110).  To  date,  the  department  has  de-  Expenditures $527  $240  $380 

posited  in  excess  of  $700,000  in  the  Environmental 

Protection  Fund  through  this  program.  2.  The  following  studies  are  being  conducted  as  the 

result  of  action  of  the  California  Highway  Commis- 

1970-71           1971-72           1972-73  ■ 

Expenditures      $222              $226              $238  '-pi*-          si               ■     ■        a      ■         t                      a 

I I a.  Evaluation  of  low  emission  devices  tor  new  and 

Totals,  Department  of  used  Cars. 

Motor  Vehicles $765               $794               $830  1970-71          1971-72          1972-73 

Expenditures $100  $20  $20 

DEPARTMENT  OF   PUBLIC  WORKS 

t     dTj  b.  Air  pollution  and  freeway  location  design  and 

operation. 

1.  The  Department  of  Public  "Works  has  been  en-  1970-71        1971-72        1972-73 

gaged     in     comprehensive     regional     transportation  Expenditures $40  $286  $100 

studies  in  10  urban  areas  of  California.  Such  cooperate  e    Total  air  contaminants  from  the  vehicle  popula- 

mg  agencies  as  Southern   Calilornia   Association   ot  t- 

Governments,  Associated  Bay  Area  Governments,  Sac-  1970-71        1971-72        1972-73 

ramento  Kegional  Area  Planning  Commission  and  the  Expenditures . -  $50  $50 

Comprehensive  Planning  Organization  in  San  Diego  „    _,    ,     '      ,,                      .  Al     ,  ,  , 
are  furnishing  basic  land  use  information  for  these  . 3-  Study  of  the  lmPaet  of  the  ^S^ay  on  air  en- 
studies  vironment. 

&LUU1C&.  1970-71           1971-72           1972-73 

2.  Individual  route  and  project  considerations  in-  Expenditures -  $100  $120 

elude  socio-economic  environmental  studies,  joint  use,  Solid  Waste  Management 

protection  of  scenic  corridors,  coastal  zone,  planting  L  Litter  eolltrol  an(}  highway  sweeping  programs 

and  roadside  rests.  pjus  maintenance  of  roadside  rests  and  vista  points. 

Water  Resources  Streets  and  Highways  Code,  Sections  27  and  101.6. 

Cost  of  litter  control  and  sweeping. 
1.  Highway    design    procedures    and    construction 

,   .                         ..      »             ...  1970-71     1971-72     1972-73 

techniques    to    assure    protection    of    water    quality.  Expenditures $5,157         $4,600         $4,800 

Standard  Special  Provisions   (since  1960)   have  pro- 

■j  j  j.-u  j.  x.-  x.                                            -j        i  •       •  2.  Cost  of  maintenance  of  roadside  rests  and  vista 

vided  that  highway  contractors  must  avoid  working  in  .     ~vo"       1±xa 

flowing  streams  and  causing  siltation  of  rivers  and  1970-71        1971-72        1972-73 

Streams.  Expenditures $1,138  $1,300  $1,420 

A  Memorandum  of  Understanding  between  the  De-  3.  Research   on   disposal  on   disposal   of  highway 

partment  of  Public  Works  and  the  Department  of  solid  waste. 

Fish  and  Game  (March  10,  1961)  specifies  measures  Expenditures ""^Js       ^'sls      ^'l^ 

to  be  employed  to  preserve  or  enhance  fish  and  wild- 

life  resources  during  highway  construction.  4-  Use  of  waste  Products  to  stabilize  highway  fills. 

The  capping  of  existing  abandoned  wells  is  required  1970-71        1971-72        1972-73 

in  connection  with  new  highway  construction  to  pre-  xpen  '  ures                                                        * 

vent  contamination  of  water  bearing  strata.  Coordi-  Noise  Abatement 

nated  investigations  are  done  by  the  Department  of  1.  Noise  study  on  the  use  of  physical  barriers  built 

Water  Resources.    *  parallel  to  the  freeway  to  separate  surrounding  corn- 
Fish  and  Game  Code,  Sections  1505,  1600,  1601,  munity  from  traffic  noise.     ^^        fflH|        ^^ 

1602,  5650,  12015 ;  Water  Code,  Sections  13700-13806.  Expenditures -  $3  $4 
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2.  Develop  criteria  related  to  traffic  noise  and  the 
use  of  land  in  the  vicinity  of  freeways.  Authority  to 
take  measures  to  reduce  freeway  noise  in  schools. 
Streets  and  Highways  Code,  Sections  75.7  and  216. 
Health  and  Safety  Code,  Chapter  13. 


Expenditures 


1970-71  1971-72  1972-73 

$50 


3.  Internal  vehicle  noise  as  affected  by  roadway  sur- 

f  3.C6S 

1970-71  1971-72  1972-73 

Expenditures -  $16  $10 

4.  Determine  feasibility  of  noise  limits  for  truck 
and  construction  equipment. 


Expenditures 


1970-71  1971-72  1972-73 

$57  $96 


5.  Study  of  noise  on  Los  Angeles  Freeway — 42-mile 
loop. 

1970-71  1971-72  1972-73 

Expenditures -  $20  $10 


General 

1.  Study  of  bicycle  trails.  ACE  26. 

1971-72 


Expenditures 


1970-71 

$78 


1972-73 


2.  Community  and  Environmental  Factors  Units 
(CEFU)  have  been  established  in  each  highways  dis- 
trict. California  Administrative  Code,  Section  1451 ; 
Streets  and  Highways  Code,  Sections  210-214;  De- 
partment of  Transportation  Act,  Section  4(f)  ;  1968 
Federal  Highway  Act;  1969  Public  Law  91-190  Na- 
tional Environmental  Policy  Act;  1970  Chapter  1433; 
Marler-Johnson  Highway  Park  Act  of  1969;  Govern- 
ment Code,  Sections  54220-54223 ;  Streets  and  High- 
ways Code,  Sections  75.5,  104.5  and  135.3-135.7. 


Expenditures 


1970-71 
$4,938 


1971-72 
$4,523 


1972-73 
$5,425 


Totals,  Department  of 
Public    Works    


$12,075         $11,475         $12,822 


GRAND  TOTALS,  BUSI- 
NESS AND  TRANS- 
PORTATION AGENCY 


$14,066        $13,664        $15,182 


HUMAN   RELATIONS  AGENCY 


DEPARTMENT  OF  PUBLIC  HEALTH 

Land  Use 

No  specific  statutory  authority,  but  the  department 
has  a  broad  interest  in  land  use  and  land  use  policies 
because  of  the  strong  significance  they  have  to  many 
determinants  of  health.  Health  and  Safety  Code,  Sec- 
tions 205-211,  2521,  18897-18897.7. 

Water  Resources 

Departmental  activities  include : 

a.  Assuring  the  safety,  purity,  wholesomeness,  and 
potability  of  domestic  water  supplies.  Health  and 
Safety  Code,  Sections  200-211,  4001-4002,  4010^055, 
4450^471 ;  Water  Code,  Sections  13144-13165,  13411- 
13413 ;  Revenue  and  Taxation  Code,  Section  17226. 

b.  Prevent  contamination  of  state's  waters  from 
sewage  and  other  wastes.  Health  and  Safety  Code,  Sec- 
tions 200-211,  3050-3052,  4400-4461,  5410-5463 ;  Wa- 
ter Code,  Sections  13165,  13240,  13411-13413,  13540- 
13541. 

c.  Establish  standards  for  reclamation  of  waste  wa- 
ter. Health  and  Safety  Code,  Sections  200-211 ;  Water 
Code,  Sections  13411-13413,  13520-13523. 

d.  Assuring  sanitation  and  safety  of  water  recrea- 
tional areas  and  public  swimming  pools.  Health  and 
Safety  Code,  Sections  200-211,  4050-4055,  4462-4471, 
24100-24159. 

e.  Assuring  that  shellfish  do  not  cause  poisoning  or 
disease  (as  a  result  of  conditions  of  water  in  which 
they  grow).  Health  and  Safety  Code,  Sections  200- 
211 ;  Fish  and  Game  Code,  Sections  5670-5674. 


Expenditures 
Air  Resources 


1970-71 
$1,990 


1971-72 
$2,045 


1972-73 
$2,100 


Departmental  expenditures  include: 

a.  Develops  and  recommends  air  quality  standards 


based  on  health.   Health  and  Safety  Code,  Sections 
200-211,  425,  39051,  39052. 

b.  Conducts  studies  on  health  effects  of  air  pollu- 
tion. Health  and  Safety  Code,  Sections  200-211,  425, 
39051-39052. 

c.  Provides  laboratory  and  other  support  to  the 
Air  Eesources  Board.  Health  and  Safety  Code,  Sec- 
tions 425,  39023,  39052;  Revenue  and  Taxation  Code, 
Section  24372. 

1970-71  1971-72  1972-73 

Expenditures    $400  $400  $417 

Solid  Waste  Management 

Investigates  solid  waste  policies,  practices,  and  pro- 
grams in  order  to  assess  and  evaluate  health  effects 
of  such  factors  and  to  develop  and  recommend  meth- 
ods to  achieve  effective  reduction  of  health  hazards 
and  environmental  degradation. 


Expenditures 


1970-71 

$48 


1971-72 


1972-73 


Noise  Abatement 

No  specific  statutory  authority,  but  the  department 
has  several  staff  members  expert  in  the  field,  who  con- 
duct noise  studies  and  provide  advice  and  assistance 
relative  to  community  and  occupational  noise  prob- 
lems, in  recognition  that  noise  is  a  significant  environ- 
mental factor.  Health  and  Safety  Code,  Section  205- 
211,  429.11. 

General 

Departmental  expenditures  include: 

a)  Collects  and  interprets  data  on  health  effects  of 
chemical  agents  in  the  environmeat;  investigates  and 
evaluates  short-  and  long-term  effects  of  pesticide  ex- 
posure on  human  health ;  makes  recommendations  on 
pesticide  exposure  limits. 
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b)  Vector  Control— Obtains  effective  control  of  en-  1970"71        1971"72        1972"73 

vironmental  conditions  and  carriers  of  animal-borne  Expenditures    $1,005         $1-140         $1'140 

disease.    Health    and   Safety    Code,    Section    200-215, 

1800-1813,    2425-2426;    Agricultural    Code,    Section  ^^^Jft^AGE^c^       $3,443         $3,658         $3,737 

6021. 

RESOURCES  AGENCY 

Land  Use  enhance  one  resource  do  not  lead  to  the  deterioration 

Chapter  988,  Statutes  of  1968,  established  the  Sec-  of  another  resource.              ^^        ^^        ^  ^ 

retary  for  Kesources  as  a  member  of  the  California  Expenditures    $195  $213  $252 

Tahoe  Regional  Planning  Agency  and  the  Bi-State 

Tahoe  Regional   Planning   Agency.    The   purpose   of  „  2-  C^0™1^  Environmental   Protection    Program 

these  agencies  is  to  provide  the  proper  planning  for  Fund-Diversified  programs  are  proposed  which  will 

.,      ,       ,                 *  A.    m  r.      t»     ■       T.-1                  ■  help  to  preserve  and  protect  California  s  environment 

the  development  or  the  Tahoe  Basin  while  preserving  .     f  ,.  ■ ,    ,    .       .  ,-    -.    -,  . 

., .   .       .-T      ...    .  .     ..    ..  Q.        ..       .  *     ,         f  including  but  not  limited  to : 

the  integrity  or  the  lake  itself.  Since  its  establishment, 

either  or  both  agencies  have  been   funded  through  a-  Control  of  air  pollution, 

an   appropriation    in   the   budget   of   the   Resources  b-  Protection  of  significant  ecological  areas. 

Agency.  e.  Increased  public  awareness  of  the  need  to  protect 

1970-71        1971-72        1972-73  the  environment. 

Expenditures $80               $100                 $50  1970-71          1971-72          1972-73 

Expenditures    $413  $654  $2,224 

Water  Resources  Totals,    Resources   Agency    "         $6S8              $967           $2,526 

The  Secretary  for  Resources  has  been  authorized  A!r  RESOURCES  BOARD 

by  Governor  Reagan  to  coordinate  the  State  of  Cali-  M .    „ 

„        .    ,                                    ,,       „  .,  Air  Resources 

forma  s  comments  on  the  following : 

a.  All  investigations  of  and  reports  on  water  devel-  1-  Coordinates  statewide  air  pollution  control  activ- 
opment,  flood  control  and  related  projects  of  the  U.S.  ities.  Health  and  Safety  Code,  Section  39052. 
Department  of  the  Interior.  1970-71        1971-72        1972-73 

b.  Reports  on  projects  of  the  U.S.  Army  Corps  of  Expenditures    $237  $491  $584 

Engineers.  2.  Determines  the   nature,   cause,   occurrence,   and 

c.  Projects  pertaining  to  the  Federal  Power  Com-  effeets  of  air  pollution.  Health  and  Safety  Code,  Sec- 
mission.  tion  39052- 

,„■.,„              ±.        ~     .           /T^T   _„.,       „    ,,  a.  Establishes  air  basins  throughout  the  state  and 

d.  Soil    Conservation    Projects    (PL-566)     of    the  adopts  air  quality  standards  for  these  basins.  Health 
U.S.  Department  of  Agriculture.  and  Safety  Code;  Section  39051. 

These  comments  include  the  effect  of  the  proposed  b    Makeg  an  ilrventory  of  sourees  in  eaeh  basillj  re. 

project  on  the  environment  of  the  State  of  California.  views  regulations  of  local  control  agencies,  provides 

j.    „  technical  assistance  to  these  agencies  and  enforces  the 

air  quality  standards  when  local  agencies  fail  to  do  so. 

1.  The  California  Resources  Agency  was  designated  Health  and  Safety  Code,  Sections  39051,  39052  and 

by  Governor  Reagan  on  March  12,  1969,  as  the  state  39054. 

entity  to  coordinate  the  activities  of  all  state  agencies  c.  Monitors  air  pollutants  and  collects  data.  Health 

relative  to  thermal  power  plant  siting.  The  Secretary  and  Safety  Code,  Section  39052. 

for  Resources  has  created  a  power  plant  siting  com-  1970-71        1971-72        1972-73 

mittee  to  advise  him  on  these  matters  and  has  dele-  Expenditures    $2,237         $3,014         $3,288 

gated  this  responsibility  to  that  committee.  3.  Adopts  motor  vehicle  emission  standards  and  test 

o    tj.    -u     u  -U         j.  j  ii.         i--i       •         „   ,.       •  procedures,   approves  emission   control   systems,   and 

1.  It  should  be  noted  that  while  air  pollution  is  a  „  •  t  •                -,,            s       ■    ■        £           .    .    ', 

.-,..,                .               K.                    ,  maintains  surveillance  of  emissions  from  control  sys- 

major  consideration,  the  committee  studies  the  total  tems    Health  and  Safety  Cod6j  Sections  39051  and 

environmental  effect  of  any  proposal.  39052. 

1970-71  1971-72  1972-73 

General  Expenditures    $1,370  $1,322  $1,809 

1.  The  Secretary  for  Resources  is  primarily  respon-  4.  Conducts  research  on  air  pollution.  Health  and 

sible  for  ensuring  the  adequate  and  properly  balanced  Safety  Code,  Section  39067. 

management  of  government  functions  related  to  Cali-  1970-71        1971-72        1972-73 

fornia's  environment.  Within  the  Resources  Agency,  Expenditures     $506         $3,600         $3,250 

governmental  functions  are  being  coordinated  to  as-  _             .                              

,,.■,,,,                               ,  .   ,                                 .  Totals,  Air  Resources 

sure  that  departmental  programs  which  preserve  and  Board    $4,350         $8,427         $8,931 
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BAY  CONSERVATION   AND   DEVELOPMENT 
COMMISSION 

Land  Use 

1.  Has  specific  and  limited  jurisdiction  over  strip 
of  land  100  feet  inland  from  the  shoreline  of  the  bay 
to: 

a.  Require  maximum  feasible  public  access  to  the 
bay  in  all  substantial  new  developments,  and 

b.  To  reserve  certain  areas  for  priority  water- 
related  uses  such  as  ports,  water-related  industry,  and 
water-related  recreation  to  reduce  need  for  future  bay 
filling:. 


Expenditures 


1970-71 
$216 


1971-72 
$259 


1972-73 

$268 


Water  Resources 


Protects  San  Francisco  Bay  for  present  and  future 
generations.  Encourages  development  of  the  bay  and 
its  shoreline  to  their  highest  potential  with  a  minimum 
of  bay  filling.  Title  7.2,  Government  Code. 

Air  Resources 

Bay  Conservation  and  Development  Commission 
studies  and  bay  plan  indicate  the  importance  of  the 
water  surface  of  the  bay  in  moderating  the  climate  of 
the  bay  area  and  in  helping  to  combat  smog. 

Solid  Waste  Management 

Bay  plan  prohibits  further  use  of  bay  simply  as  a 
dumping  ground  for  wastes. 

Totals,  Bay  Conservation 
and  Development 
Commission    


$216 


$259 


COLORADO   RIVER   BOARD 


Water  Resources 

Maintains  Colorado  River  salinity  at  or  near  present 
levels  through  development  of  a  federal  and  interstate 
program  of  salinity  control  projects;  works  for  the 
implementation  of  California's  policy  on  Lower  Colo- 
rado River  water  conservation  matters  and  associated 
environmental  aspects;  and  reviews  plans  for  aug- 
menting the  natural  waters  of  the  Colorado  River 
system.  Part  5  of  Division  6  of  the  Water  Code. 


Expenditures      

Totals,  Colorado  River 
Board     


1970-71 
$128 

$128 


1971-72 
$131 

$131 


1972-73 

$138 

$138 


DEPARTMENT  OF  CONSERVATION 

Land  Use  and  Water  Resources 

The  department 's  principal  goals  are  the  protection, 
conservation,  and  development  of  California's  natural 
assets — its  forests  (both  commercial  timber  and  wild- 
land),  watersheds  and  rangelands,  its  mineral  depos- 
its, and  its  soil  resources.  Protection  of  life,  property 


and  resource  values  from  fire  and  geologic  hazards  is 
stressed. 

The  watershed  and  fire  protection  program  is  man- 
aged by  the  Division  of  Forestry  and  the  Division  of 
Resource  Conservation.  The  program's  objective  is  to 
protect  the  private  and  state-owned  watershed  lands 
from  fire,  insects,  disease  and  misuse  by  man.  The  pro- 
tection of  forest,  brush  and  grass  wildlands  from  long- 
term  damage  and  the  achievement  of  a  more  intensive 
and  better  use  of  the  land  and  water  resources  is  basic 
to  the  continued  economic  and  social  utilization  of 
these  limited  natural  resources. 

The  geologic  hazards  and  mineral  resources  conser- 
vation program  is  managed  by  the  Division  of  Mines 
and  Geology.  The  program  objective  is  to  conduct 
geological  investigations  to  identify  and  provide 
timely  delineation  of  geological  hazards  and  to  iden- 
tify, delineate  and  assist  in  the  ultimate  utilization 
of  deposits  of  mineral  raw  materials,  both  onshore 
and  offshore,  consistent  with  wise  conservation  prac- 
tices. 

The  oil,  gas,  and  geothermal  protection  program  is 
managed  by  the  Division  of  Oil  and  Gas.  The  program 
objective  is  to  prevent  waste  or  damage  to  the  imme- 
diate environment  and  other  natural  resources,  pro- 
vide for  greater  ultimate  recovery  of  oil,  gas,  and 
geothermal  resources,  and  prevent  contamination  of 
fresh  waters  penetrated  by  wells. 


1970-71 

1971-72 

1972-73 

Expenditures — land   use 

Expenditures — water 
resources 

$38,703 
$19,420 

$38,820 
$19,437 

$38,417 
$19,300 

Totals,  Department  of 
Conservation 

$58,123 

$58,257 

$57,717 

DEPARTMENT  OF   FISH 

AND  GAME 

Land  Use 

1.  The  enforcement  program  assures  that  provisions 
of  the  Fish  and  Game  Code  are  enforced  within  an 
accepted  degree  of  compliance  to  insure  that  wildlife 
resources  are  managed  for  optimum  sustained  yield, 
utilization  and  enjoyment  by  all  people  appropriate 
to  the  general  public  welfare. 


Expenditures 


1970-71  1971-72 

$3,282  $3,258 


1972-73 
$3,385 


2.  The  wildlife  program  is  designed  to  perpetuate 
and  conserve  wildlife  throughout  the  state  and  to 
maintain  optimum  breeding  stock  of  our  wildlife  spe- 
cies. This  program  is  also  designed  to  obtain  an  opti- 
mum harvest  of  game  species  that  have  an  open  hunt- 
ing season  as  well  as  to  develop  management  programs 
for  endangered  and  rare  wildlife  species. 


Expenditures 


1970-71 
$1,970 


1971-72 
$2,111 


1972-73 
$2,306 
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3.  The  environmental  services  program  has  respon- 
sibility for  the  review  of  land  and  water  development 
projects  that  have  a  potential  for  affecting-  fish  and 
wildlife.  Water  quality  requirements  are  an  intricate 
part  of  this  review  process.  Recommendations  result- 
ing from  these  reviews  are  designed  to  protect  and 
augment  fish  and  wildlife  resources  and  their  habitat. 


Expenditures 


1970-71 

$457 


1971-72 
$514 


1972-73 
$501 


Water  Resources 


1.  The  enforcement  program  assures  that  provisions 
of  the  Fish  and  Game  Code  are  enforced  within  an 
accepted  degree  of  compliance  to  insure  that  wildlife 
resources  are  managed  for  optimum  sustained  yield, 
utilization  and  enjoyment  by  all  people  appropriate 
to  the  general  public  welfare. 


Expenditures 


1970-71 

$3,282 


1971-72 
$3,258 


1972-73 

$3,385 


2.  The  wildlife  program  is  designed  to  perpetuate 
and  conserve  wildlife  throughout  the  state  and  to 
maintain  optimum  breeding  stock  of  our  wildlife  spe- 
cies. This  program  is  also  designed  to  obtain  an 
optimum  harvest  of  game  species  that  have  an  open 
hunting  season  as  well  as  to  develop  management 
programs  for  endangered  and  rare  wildlife  species. 


Expenditures 


1970-71 
$2,200 


1971-72 
$2,500 


1972-73 
$2,600 


3.  The  inland  fisheries  program  is  designed  to  pre- 
serve and  maintain  wild  and  hatchery-reared  fresh- 
water fish  throughout  the  state.  It  also  provides  for 
a  continuous  supply  of  broodstock.  Through  these 
means,  anglers  are  provided  diversified  and  satisfac- 
tory freshwater  fishing  opportunities. 


Expenditures 


1970-71 
$4,396 


1971-72 
$4,819 


1972-73 
$4,933 


4.  The  anadromous  fisheries  program  provides  for 
the  maintenance,  restoration,  and  improvement  of 
anadromous  fish  populations  (salmon,  steelhead, 
striped  bass,  shad  and  sturgeon).  Other  objectives  of 
this  program  are  to  obtain  an  optimum  harvest  of 
these  resources  and  provide  for  their  scientific  and 
educational  use. 

1970-71  1971-72  1972-73 

Expenditures    $2,494  $2,845  $2,951 

5.  The  marine  resources  program  is  designed  to 
maintain  all  species  of  marine  fish  and  wildlife.  This 
program  also  provides  for  diversified  recreational  use 
and  for  an  economic  contribution  of  marine  fish  and 
wildlife.  The  scientific  and  educational  use  of  this 
resource  is  also  a  part  of  this  program. 


Expenditures 


1970-71 
$2,506 


1971-72 

$2,S56 


1972-73 

$2,887 


6.  The  environmental  services  program  has  respon- 
sibility for  the  review  of  land  and  water  development 
projects  that  have  a  potential  for  affecting  fish  and 
wildlife.  Water  quality  requirements  are  an  intricate 


part  of  this  review  process.  Recommendations  result- 
ing from  these  reviews  are  designed  to  protect  and 
augment  fish  and  wildlife  resources  and  their  habitat. 


Expenditures    

Totals,  Department  of  Fish 
and  Game  


1970-71 
$1,065 


1971-72 
$1,200 


1972-73 
$1,168 


$21,652        $23,361        $24,116 


DEPARTMENT  OF   NAVIGATION   AND 
OCEAN    DEVELOPMENT 

Land  Use 

1.  Department  of  Navigation  and  Ocean  Develop- 
ment (DNOD)  under  the  policy  direction  of  the  In- 
teragency Council  for  Ocean  Resources  is  preparing 
the  California  Comprehensive  Ocean  Area  Plan 
(COAP),  which  will  be  implemented  by  DNOD  and 
various  county  and  local  governments.  Government 
Code,  Secton  8800. 

2.  The  COAP  will  express  state  policy  and  criteria 
for  land-use  allocation  in  the  coastal  zone. 


Expenditures 


1970-71  1971-72 

$186  $151 


1972-73 
$121 


3.  The  Department  of  Navigation  and  Ocean  De- 
velopment studies  and  reports  upon  problems  of  beach 
erosion  and  means  for  the  stabilization  of  the  shore- 
line and  prepares  plans  for  and  constructs  works 
necessary  for  the  stabilization  of  beaches  and  shore- 
line areas.  Additionally,  the  Department  cooperates 
with  federal  and  local  governmental  agencies  in  beach 
erosion  control  projects  authorized  by  the  Federal 
Government. 

1970-71  1971-72  1972-73 

Expenditures    $963  $1,768  $911 

Water  Resources 

1.  The  Department  of  Navigation  and  Ocean  De- 
velopment in  its  Boating  Facilities  Program : 

a.  Makes  grants  to  local  governmental  agencies  for 
the  construction  of  launching  facilities  on  all  suitable 
bodies  of  water. 

b.  Plans,  designs  and  constructs  boating  facilities 
throughout  the  State  Park  System  and  at  State  Water 
Project  reservoirs. 

c.  Finances  on  a  loan  basis  the  local  share  of  joint 
Federal-State-local  navigation  projects. 

d.  Loans  funds  to  local  governments  for  the  con- 
struction of  marinas. 

e.  Plans,  designs,  and  constructs,  with  or  without 
Federal  assistance,  harbors  of  refuge  if  need  and 
feasibility  can  be  shown. 

f .  Pursues  a  captal  outlay  program  for  the  purpose 
of  acquiring  land  and  water  areas  for  use  by  the 
boating  public. 

g.  Conducts  a  planning  program  to  establish  the 
present  and  prospective  need  for  boating  facilities  in 
the  state. 

1970-71  1971-72  1972-73 

Expenditures    $4,226        $12,823  $7,428 
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Solid  Waste  Management 

1.  The  Department  of  Navigation  and  Ocean  De- 
velopment requires  waste  disposal  facilities  in  marinas 
constructed  with  state  funds.  State  Administrative 
Code,  Section  5700. 

2.  The  Department  of  Navigation  and  Ocean  De- 
velopment is  developing  a  uniform  and  equitable 
solution  to  the  problem  of  waste  disposal  from  vessels. 
Various  methods  of  vessel  waste  disposal  control  are 
being  explored  and  tested  against  water  quality 
standards  deemed  appropriate  by  the  "Water  Resources 
Control  Board.  Suitable  alternatives  will  be  evalu- 
ated and  conclusions  will  be  presented  as  draft  legis- 
lation and  administrative  regulations. 


1970-71 


Expenditures 


1971-72  1972-73 

$29  $34 


Totals,  Department  of 
Navigation  and 
Ocean  Development  . 


$5,375        $14,771 


$8,494 


DEPARTMENT  OF   PARKS  AND    RECREATION 

Land  Use 

1.  The  Department  of  Parks  and  Recreation,  under 
policy  direction  of  the  State  Park  and  Recreation 
Commission,  is  responsible  for  the  acquisition,  develop- 
ment, and  operation  of  the  State  Park  System ;  and 
the  administration  of  grants  for  recreation  to  local 
government.  The  Department  accomplishes  its  objec- 
tives through  its  three  programs: 

a.  The  Management  of  the  State  Park  System  Pro- 
gram is  managed  primarily  by  the  Operations  Division 
and  consists  of  elements  of  park  operation,  resource 
protection,  and  public  information.  The  program's  ob- 
jective is  to  manage  the  State  Park  System  for  the 
benefit  and  enjoyment  of  over  45,000,000  annual 
visitors. 

b.  The  Development  of  the  State  Park  System  Pro- 
gram is  managed  primarily  by  the  Design  and  Devel- 
opment Division  and  consists  of  elements  of  land  ac- 
quisition, park  design  and  construction,  and  inter- 
pretive and  concessions  development.  The  program's 
objective  is  to  acquire  and  develop  additional  state 
park  facilities  to  meet  increasing  public  demand  for 
recreational  opportunities. 

e.  The  Assistance  to  Public  and  Private  Recrea- 
tional Agencies  Program  is  managed  by  the  Grants 
Administration  Section  of  the  Design  and  Develop- 
ment Division.  The  program's  objectives  are  to  meet 
statewide  recreational  deficiences  by  qualifying  the 
State  of  California  as  a  recipient  of  grants  from  the 
National  Historic  Preservation  Act  and  the  Federal 
Land  and  Water  Conservation  Fund ;  and  to  adminis- 
ter grants  to  local  recreational  agencies  from  these  two 
funds  as  well  as  from  the  1964  State  Beach,  Park,  Rec- 
reational, and  Historical  Facilities  Fund  for  the  ac- 
quisition and  development  of  recreational  facilities 
throughout  the  state. 

1970-71  1971-72  1972-73 

Expenditures $25,719        $25,620        $24,349 

Totals,  Department  of 

Parks  and    Recreation         $25,719         $25,620         $24,349 


DEPARTMENT  OF  WATER    RESOURCES 
Land  Use 

1.  Conducts  studies  of  land  use,  land  classification, 
and  population  distribution  to  determine  present  and 
future  water  requirements.  Water  Code,  Section  225, 
226,  12616. 

1970-71     1971-72     1972-73 

$548 


Expenditures 


$601 


S632 


2.  Owns  or  controls  about  130,000  acres  of  land  as  a 
part  of  water  resources  development  projects.  Water 
Code,  Section  250  et  seq. 

3.  Provides  flood  protection  for  millions  of  acres  of 
land  directly  through  state  owned  and  operated  proj- 
ects and  indirectly  through  financial  reimbursement 
to  local  governments  for  land  acquisition  for  federal 
flood  control  projects.  Water  Code,  Section  12570  et 
seq. 


Expenditures 


1970-71 
$6,800 


1971-72 

$7,400 


1972-73 

$7,600 


4.  Provides  liaison  between  federal  and  local 
agencies  in  floodplain  management.  Water  Code,  Sec- 
tion 8300.1,  12604. 

5.  Administers  the  Cobey-Alquist  Floodplain  Man- 
agement Act,  to  assure  adoption  of  local  zoning  for 
floodplain  management.  Water  Code,  Section  8400 
et  seq. 


Expenditures 

Water  Resources 


1970-71 
$32 


1971-72  1972-73 

$36  $104 


1.  Assures  that  water  of  suitable  quality  is  avail- 
able to  meet  the  present  and  future  water  require- 
ments of  the  state  most  effectively.  Water  Code,  Sec- 
tion 10004,  et  seq. 


1970-71 
$2,594 


1971-72  1972-73 

$2,800  $2,500 


Expenditures    

2.  Provides  for  development,  utilization,  and  pro- 
tection of  quantity  and  quality  of  water  resources 
through  broad  authority  to  investigate,  plan,  and  im- 
plement physical  works  or  management,  techniques. 
Water  Code,  Section  229,  231,  12616  et  seq.,  13750-51, 
13800. 

3.  Collects  and  maintains  a  data  bank  on  quantity 
and  quality  of  water  resources,  through  about  230 
stream  sampling,  2,000  ground  water  sampling  sta- 
tions, and  numerous  waste  water  sources.  Water  Code, 
Section  226. 

1970-71  1971-72  1972-73 

Expenditures    $565  $568  $565 

4.  Plans  under  broad  authority  for  water  resources 
development  or  management  to  control  water  quality, 
enhance  fish  and  wildlife  habitat,  provide  for  recrea- 
tional use.  Water  Code,  Section  11900  et  seq.,  12581, 
12582. 

1970-71  1571-72  1972-73 

Expenditures    $238  $500  $500 
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5.  Provides  technical  advice  and  information  to 
State  Water  Quality  Control  Boards  in  fulfillment 
of  their  responsibilities.  Water  Code,  Section  13225 
(c). 

1971-72  1972-73 

$250  $225 


Expenditures 


1970-71 

$190 


6.  Constructs  and  operates  the  State  Water  Project 
and  provides  financial  assistance  for  construction  of 
local  projects  as  part  of  the  State  Water  Facilities. 
Water  Code,  Section  12880  et  seq.,  12931  et  seq. 


Expenditures 


1970-71 
$8,400 


1971-72 
$8,400 


1972-73 
$8,400 


7.  Plans  for  implementation  of  waste  water  recla- 
mation and  saline  water  conversion  projects  to  relieve 
demands  on  the  use  of  the  State's  water  resources  for 
water  supply  and  waste  disposal.  Water  Code,  Sec- 
tion 230, 12984. 

1970-71 
$337 


1971-72 


Expenditures 


1972-73 

$748 


8.  Evaluate  impact  of  water  resources  development 
or  management  action  on  all  phases  of  the  environ- 
ment, and  evaluate  the  impact  of  non-water-oriented 
projects  or  actions  on  the  water  phase  of  the  environ- 
ment. Chapter  1433,  Statute  of  1970. 


1970-71 


Expenditures 
Air  Resourecs 


1971-72  1972-73 

$200  $250 


Licenses  and  monitors  weather  modification  act  ac- 
tivities, such  as  artificial  nucleation  of  air  masses  by 
ground  emissions.  Water  Code,  Sections  400-415. 


Expenditures 


1970-71  1971-72  1972-73 

$50  $67  $87 


Solid  Waste  Management 


Departmental  activities  include : 

a)  Conduct  investigations  regarding  effects  of  waste 
disposal  on  ground  water  and  surface  water  resources. 
Water  Code,  Section  229. 

b)  Advises  the  state  and  regional  water  quality  con- 
trol boards  on  potential  effects  of  proposed  solid 
waste  discharges  on  ground  and  surface  waters,  based 
upon  soil  characteristics  of  site  under  investigation. 
Water  Code,  Section  229,  12922. 


Expenditures 

1970-71 
$102 

1971-72 

$150 

1972-73 
$100 

Totals,  Department  of 
Water   Resources 

$19,856 

$21,640 

$21,711 

RECLAMATION   BOARD 

Land  Use 

1.  Administers  the  Cobey-Alquist  Flood  Plain  Man- 
agement Act  within  the  area  of  the  board's  jurisdic- 
tion. Water  Code,  Section  8400  through  8415. 


1970-71 


Expenditures 


1971-72 

$82 


1972-73 

$84 


2.  Provides  and  preserves  flood  protection  for  lands 
within  the  Sacramento  and  San  Joaquin  River  basins. 


Water  Code,  Section  8526  and  Sections  12648  through 
12658. 

1970-71  1971-72  1972-73 

Expenditures    $75  $82  $84 

3.  Owns  about  20,000  acres  of  land  in  fee  and  about 
183,000  acres  in  easement.  Water  Code,  Section  8590. 

Water  Resources 

Exerts  control  over  any  work  or  usage  of  streams  in 
Central  Valley,  if  such  usage  has  an  impact  on  flood 
control  projects  or  plans.  Water  Code,  Section  8700 
through  8723. 


Expenditures 

Totals,  Reclamation   Board 


1970-71 

$75 


1971-72  1972-73 

$83  $85 


$225 


$247 


$253 


STATE   LANDS  COMMISSION 

Land  Use 

1.  Administers  and  controls  over  4^  million  acres  of 
public  lands  owned  by  the  state,  including  school 
lands,  tidelands,  submerged  lands,  swamp  and  over- 
flowed lands,  and  beds  of  navigable  rivers  and  lakes. 
Such  management  involves  the  issuance  of  mineral 
leases  (including  oil  and  gas),  surface  leases,  sales, 
salvage  and  other  permits,  and  use  planning.  Reviews 
and  acts  on  public  problems  such  as  beach  erosion  and 
access  to  tidelands.  Public  Resources  Code,  Section 
6301,  6321. 

1970-71  1971-72  1972-73 

Expenditures $450  $488  $582 


2.  Inventories  lands  under  its  jurisdiction  and  iden- 
tifies those  of  significant  environmental  uniqueness  as 
required  by  Chapter  1555,  Statutes  of  1970.  Reviews 
each  lease  application  to  determine  that  there  is  no 
significant  environmental  impact. 

Water  Resources 

1.  Aids  in  protecting  water  resources  from  contami- 
nation by  reviewing  the  plans  of  proposed  oil  recovery 
installations  prior  to  placement  on  state-owned  sub- 
merged lands.  Public  Resources  Code,  Section  6301, 
6826,  6828,  and  Division  3,  Title  2,  State  Administra- 
tive Code,  Section  2122. 

2.  Insures  that  Water  Quality  Control  Board  cri- 
teria are  incorporated  in  leases.  Public  Resources 
Code,  Section  6301. 

Air  Resources 

Has  power  to  limit  air  pollution  in  leasing  lands. 
Public  Resources  Code,  Section  6301. 

Solid  Waste  Management 

No  specific  statutory  authority,  but  the  commission 
issues  pipeline  easements  for  sewer  outfalls,  etc.,  as 
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part   of  its   land   management   function.    Public   Re- 
sources Code,  Section  6301 

Noise  Abatement 

Has  power  to  prevent  noisy  operations  when  issuing 
leases.  Public  Resources  Code,  Section  6301,  6873.2; 
Administrative  Code,  Section  2122. 

Totals,  State  Lands 

Commission    $450  $488  $582 

STATE  WATER  RESOURCES  CONTROL  BOARD 

Water  Resources 

1.  Formulates  and  adopts  water  quality  control 
policies  that  will  serve  as  guidelines  for  water  quality 
management  state-wide.  Sections  13140  through  13147 
of  the  Water  Code. 

1970-71  1971-72  1972-73 

Expenditures      $230  $346  $360 

2.  Informs  the  waste  discharger  what  must  be  done 
to  prevent  water  pollution,  provides  basis  for  enforce- 
ment action  and  carry  out  necessary  actions  to  obtain 
compliance  with  waste  discharge  requirements.  Sec- 
tions 13263,  13267,  and  13301  of  the  Water  Code. 

1970-71  1971-72  1972-73 

Expenditures $1,629  $1,692  $2,402 

3.  Insures  federally  licensed  projects  or  facilities 
requiring  federal  permits  are  constructed  and  oper- 
ated to  conform  with  all  applicable  water  quality 
standards.  Insures  private  treatment  facilities  granted 
tax  relief  incentives  are  designed,  constructed  and 
operated  to  achieve  compliance  with  water  quality 
standards.  Section  13160  of  the  Water  Code;  Section 
21(b)  of  the  Federal  Water  Pollution  Control  Act  and 
Section  704  of  P.L.  91-172,  Tax  Reform  Act  of  1969. 

1970-71 
Expenditures 

4.  Administers  loans  and  grants  for  construction  of 
water  quality  treatment  facilities  and  coordinates 
planning  grants.  This  program  will  include  in  the  next 
five  years  approximately  -$550,000,000  federal  funds, 
$250,000,000  state  funds  through  the  Clean  Water 
Bond  Law  of  1970.  Section  13600  and  Chapter  13  of 
the  Water  Code. 

1970-71  1971-72  1972-73 

Expenditures $700         $63,107         $95,920 

5.  Evaluates  new  water  quality  problems,  special- 
ized techniques  and  concepts  in  water  quality  control ; 
defines  and  develops  solutions  to  water  quality  prob- 
lems in  the  state ;  makes  other  technical  evaluations ; 
establishes  and  conducts  waste  treatment  plant  oper- 
ator training  courses.  Section  13301.1  and  13636  of 
the  Water  Code. 

1970-71  1971-72  1972-73 

Expenditures $167  $389  $402 

6.  In  the  long-range  water  quality  control  planning 
and  research  activities: 

a.  Develops  comprehensive  long-range  plans  for  the 
management  of  the  quality  and  related  quantity  of 
the  state's  ground  and  surface  waters  at  the  basin 
and  regional  or  metropolitan  level. 

b.  Conducts  and  coordinates  water  quality-water 
pollution    research    investigations    that    are    directed 


1971-72  1972-73 

$182  $214 


towards    accumulation    of    information    for    rational 
policymaking  and  decisions. 

Sections  13140,  13142  and  13164  of  the  Water  Code. 


1970-71 


Expenditures 


1971-72  1972-73 

$3,992  $3,504 


7.  Provides  the  data  and  information  needed  for 
effective  and  rational  water  quality  control,  pollution 
control,  and  water  resource  management,  and  to  co- 
ordinate water  quality  investigations  to  eliminate 
duplication  and  overlap  and  to  select  projects  on  the 
basis  of  priority  needs.  Sections  13161,  13162,  13163 
and  13165  of  the  Water  Code. 


Expenditures 


1970-71 
$426 


1971-72 
$958 


1972-73 
$1,675 


8.  Develops  and  implements  an  automated  data 
management  storage  and  retrieval  system  adaptable  to 
statewide  ground  and  surface  water  quality  data,  and 
develops  statewide  comprehensive  monitoring  pro- 
grams for  inland  waters,  marine  waters  and  waste- 
water discharges  in  order  to  generate  appropriate  and 
pertinent  data  related  to  water  quality  inventory, 
monitoring,  enforcement,  planning  and  management. 
Section  13166  of  the  Water  Code. 


Expenditures 


1970-71 

$84 


1971-72 
$194 


1972-73 
$237 


9.  Conducts  investigations  and  studies  relating  to 
specialized  or  regional  water  quality  problems.  Au- 
thority is  usually  special  legislation  or  legislative  di- 
rection. 

1970-71  1971-72  1972-73 

Expenditures    $185  $219  $154 

10.  Controls  the  appropriative  rights  of  water  in 
the  surface  streams  and  other  surface  bodies  of  water 
in  and  bordering  the  state  and  in  subterranean 
streams  in  definite  channels  to  obtain  the  greatest 
beneficial  use  of  waters  of  the  state  and  to  prevent 
waste  or  unreasonable  use  of  water.  Authority  is  Parts 
2,  3,  5,  5.1,  Sections  1005.1,  1005.2,  1051,  1051.5,  1052, 
1060  and  jointly  with  the  Department  of  Water  Re- 
sources, Sections  1053  through  1059  of  Part  1  of 
Division  2,  and  Sections  10504  through  10507  of  Part 
2  of  Division  6  of  the  Water  Code  and  Subchapters 
2,  3  and  4  of  Chapter  2.1  of  the  California  Admin- 
istrative Code. 

1970-71  1971-72  1972-73 

Expenditures    $722  $851  $872 

11.  Provides  leadership,  guidance,  legal  counsel, 
public  education  and  coordination  to  most  effectively 
administer  the  programs  of  the  state  board  and  nine 
regional  boards  to  insure  the  greatest  water  rights 
and  water  quality  benefits  to  the  people  of  the  state. 
Authority  is  in  Divisions  1,  2  and  7  of  the  Water 
Code  and  other  references. 


1970-71 


Expenditures    

Totals,  State  Water 

Resources  Control  Board 


1971-72  1972-73 

$935  $951 


5,577        $72,S65      $106,691 


GRAND  TOTALS, 

RESOURCES    AGENCY       $142,359       $227,033       $255,776 
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DEPARTMENT  OF  EDUCATION 

General 

1.  Conservation  Education  Program: 

a.  Provides  coordination  with  Citizen  Advisory 
Committee  on  Conservation  Education. 

b.  Works  with  school  districts,  county  offices,  and 
other  educational  units  in  developing  and  implement- 
ing conservation  education. 

e.  Works  with  other  public  agencies,  citizens' 
groups,  and  private  industry  to  secure  their  support 
and  cooperation  for  conservation  education  programs 
and  activities. 

1970-71  1971-72  1972-73 

Expenditures    $46  $40  $45 

2.  Kegional  Conservation  Education  Project: 

a.  Assists  participating  state  educational  agencies 
(12  western  states)  to  evaluate  progress  made  in  con- 
servation education. 

b.  Improves  effectiveness  of  conservation  education 
programs  through  interstate  cooperation  and  coordi- 
nation with  the  U.S.  Office  of  Education. 


Expenditures    

Totals,  Department  of 
Education 


1970-71 


$46 


1971-72 
$150 

$190 


1972-73 


$45 


OFFICE  OF  ATTORNEY  GENERAL 

Land  Use 

1,  As  attorney  for  the  people,  the  office  is  involved 
in  the  public's  right  to  access  to  particular  public 
areas.    (Common  Law  Powers) 

2.  Title  litigation  involving  lands  of  various  bays 
and  collection  of  evidence  of  environmental  conse- 
quences regarding  bay  fill  is  under  way.  Government 
Code,  Section  12500  et  seq. 

Water  Resources 

1.  Counsel  to  state  agencies  on  water  matters.  (In 
particular  State  Water  Kesources  Control  Board,  re- 
gional boards  and  Department  of  Public  Health.) 
Government  Code,  Section  12500  et  seq 

2.  As  attorney  for  the  people  of  the  State  of  Cali- 
fornia, may  take  actions  regarding  the  people's  rights 
and  interests  which  relate  to  the  environment.  (Com- 
mon Law  Powers) 

Air  Resources 

1.  Counsel  to  state  agencies  on  air  resources  mat- 
ters. (In  particular,  Department  of  Public  Health 
and  Air  Kesources  Board. )  Government  Code,  Section 
12500  et  seq. 

2.  See  2  under  Water  Resources. 

Noise  Abatement 

Enjoin   conditions   of   noise   constituting   a   public 


nuisance.    (Common   Law  Powers   and  recently  en- 
acted legislation). 

General 

As  attorney  for  the  people  of  the  State  of  Cali- 
fornia, the  Attorney  General  under  his  common  law 
powers  and  under  recently  enacted  legislation  may 
maintain  actions  in  the  courts  and  in  local  and  state 
administrative  bodies  to  protect  the  peoples'  rights 
and  interests  in  all  aspects  of  the  environment. 

1970-71  1971-72  1972-73 

Expenditures    -  $159  $167 

Totals,  Office  of  Attorney 

General    — 


$159 


$167 


PUBLIC  UTILITIES  COMMISSION 

Land  Use 


1.  Commission  supervises  construction  of  existing 
and  new  highway-railroad  grade  crossings  permitting 
new  land  uses.  Public  Utilities  Code,  Section  1201  et 
seq. 


Expenditures 


1970-71 
$60 


1971-72  1972-73 

$60  $60 


2.  Asserts  jurisdiction  of  electric  plant  sites,  elec- 
tric power  line  routes  and  gas  transmission  systems 
and  issues  certificates  of  public  convenience  and  neces- 
sity for  new  water,  gas,  electric  and  communications 
utilities.  Public  Utilities  Code,  Section  762. 


Expenditures 


1970-71 

$5 


1971-72  1972-73 

$5  $5 


3.  Grants  or  denies  certificates  for  air,  highway, 
or  other  transportation  services. 


Expenditures 


1970-71 
$13 


1971-72 
$13 


1972-73 
$13 


4.  Orders  conversion  of  overhead  electric  and  com- 
munications utility  lines  to  underground.  Public  Utili- 
ties Code,  Section  768. 

1970-71  1971-72  1972-73 

Expenditures    $15  $15  $15 

5.  Issues  rules  governing  installation  of  under- 
grounding  electric  and  communication  lines  and  fa- 
cilities. 

1970-71  1971-72  1972-73 

Expenditures    $11  $11  $11 

Water  Resources 

1.  Commission  has  jurisdiction  to  require :  construc- 
tion, maintenance  and  operation  of  any  plant  or  sys- 
tem of  water,  gas,  electric  communication  public  utili- 
ties and  transportation  companies  in  such  a  manner 
as  to  promote  the  health  and  safety  of  employees,  cus- 
tomers and  the  public.  Public  Utilities  Code,  Section 
701,  768. 

1970-71  1971-72  1972-73 

Expenditures    $22  $22  $22 
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2.  Grants  or  denies  certificates  of  public  conven- 
ience and  necessity  for  new  water  systems  and  may 
condition  such  certificates  to  promote  environmental 
quality.  Public  Utilities  Code,  Section  768. 

1970-71  1971-72  1972-73 

Expenditures    $8  $8  $8 

3.  Issues  general  orders  governing  safety,  service 
construction,  operation  and  maintenance  of  gas,  elec- 
tric, water  and  communication  systems.  Public  Utili- 
ties Code,  Section  768. 

1970-71  1971-72  1972-73 

Expenditures    $12  $12  $12 

4.  Orders  extension  rules  for  gas,  electric,  water 
and  communications  systems. 

Air  Resources 

1.  Commission  has  taken  an  active  role  before  the 
Federal  Power  Commission  to  assure  adequate  quan- 
tities of  natural  gas  to  improve  air  quality. 

1970-71  1971-72  1972-73 

Expenditures   $13  $13  $13 

2.  Commission  has  recognized  the  additional  ex- 
penses of  low  sulphur  fuel  oil  supplies  for  electric 
power  generation  to  reduce  air  pollution.  Asserts  jur- 
isdiction over  electric  plant  sites,  electric  power  line 
routings  and  gas  transmission  systems. 

1970-71  1971-72  1972-73 

Expenditures $9  $9  $9 

Noise  Abatement 

Takes  corrective  action  on  noise  emission  by  rail- 
road operations  and  bus  lines.  Public  Utilities  Code, 
Section  768. 

1970-71  1971-72  1972-73 

Expenditures $3  $3  $3 

Totals,  Public  Utilities 
Commission    


$171 


$171 


$171 


UNIVERSITY  OF  CALIFORNIA 

Land  Use 


1.  Collects  information  on  soil  and  vegetation  types ; 
develops  soil  and  plant-climate  maps;  maintains  eco- 
logically undisturbed  areas  in  U.C.  Natural  Land  and 
Water  Keserves  System. 

2.  Conducts  problem-solving  research  on :  Land-use 
planning;  park  planning  and  management;  recrea- 
tional and  wildlands  conservation,  development,  and 
management;  environmental  horticulture,  landscap- 
ing and  design ;  watershed  management ;  land  re- 
sources evaluation;  agricultural  production  practices 
in  relation  to  land  resources;  environmental  toxicol- 
ogy and  pesticide  residues;  ecology  and  geology  of 
land  areas — alpine,  forest,  desert  and  other  wildlands, 
coastline,  etc. 

3.  Extends  the  information  derived  from  research 
through  a  public  education  program  that  includes 
advice  and  counsel  to  local  governmental  officials. 

4.  Makes  recommendations  on  pest  control  to  pro- 
tect public  health  and  environment;  provides  infor- 
mation (pesticide  residue  data,  etc.)  on  which  envi- 
ronmental quality  standards  can  be  based. 


5.  Trains  specialists  in  disciplines  related  to  above 
activities. 

6.  Studies  on  earth  sciences  delving  into  the  geo- 
logical, geophysical  and  seismological  properties  of 
the  earth's  structure  to  engender  more  knowledge  on 
land  imbalance  and  earthquake  hazards. 

1970-71  1971-72  1972-73 

Expenditures     ^ $2,200  $2,000  $2,000 

Water  Resources 

1.  Collects  information  on  environmental  aspects  of 
water  resources,  such  as  quality  of  ground  water. 

2.  Conducts  problem-solving  research  on:  Water 
quality  factors  such  as  organic  wastes,  salts,  nitrates, 
pesticides,  and  trace  elements  in  surface  and  ground 
waters ;  eutrophication ;  drainage ;  waste  water  and 
sewage  treatment ;  aquatic  life  in  relation  to  pollution 
and  other  environmental  changes ;  watershed  manage- 
ment; estuarine  and  marine  pollution  problems;  ma- 
rine resources  and  oceanography ;  sea  water  and 
brackish  water  demineralization ;  public  health  as- 
pects of  water  supply,  urban  amenities  involving 
water. 

3.  Extends  the  information  derived  from  research 
through  a  public  education  program  that  includes 
advice  and  counsel  to  local  governmental  officials. 

4.  Provides  data  and  expertise  to  Water  Resources 
Board  and  other  regulatory  agencies. 

5.  Trains  specialists  in  disciplines  relating  to  the 
above  activities. 

1970-71  1971-72  1972-73 

Expenditures    $4,400  $4,200  $4,200 

Air  Resources 

1.  Collects  information  on  environmental  aspects  of 
air  resources. 

2.  Conducts  problem-solving  research  on : 

Auto  engine  development ;  effects  of  smog  on  human 
and  animal  health,  and  plants;  models  simulating 
atmospheric  pollution  and  its  effects;  power  generat- 
ing ;  industrial  and  agricultural  sources ;  instrumen- 
tation development,  effects  of  air  pollution  on  solar 
radiation  and  other  aspects  of  the  environment ;  micro- 
climates, inversion  layers  and  other  meteorological 
aspects  of  air  pollution ;  phychological,  sociological, 
legal,  economic  and  political  aspects  of  air  pollution. 

3.  Extends  the  information  derived  from  research 
through  a  public  education  program  that  includes  ad- 
vice and  counsel  to  local  governmental  officials. 

4.  Provides  data  to  Air  Resources  Board  and  other 
regulatory  agencies  on  which  quality  standards  can 
be  based. 

5.  Trains  specialists  in  disciplines  relating  to  above 
activities. 

6.  Studies  in  atmospheric  and  space  sciences  which 
relate  to  the  interaction  between  earth,  atmosphere 
and  space. 

1970-71  1971-72  1972-73 

Expenditures    $460  $425  $425 

Solid  Waste  Management 

1.  Conducts  problem-solving  research  on: 
Waste  disposal  and   management;  incineration  of 
industrial  and  urban  solid  wastes;  management  and 
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disposal  of  agricultural  solid  wastes;  new  waste  dis- 
posal processes. 

2.  Trains  specialists  in  disciplines  related  to  above 
activities. 

3.  Extends  the  information  derived  from  research 
through  a  public  education  program  that  includes  ad- 
vice and  counsel  to  local  governmental  officials. 


Expenditures    

Noise  Abatement 


1970-71 
$1,200 


1971-72 
$1,120 


1972-73 
$1,120 


Conducts  problem-solving  research  on  certain  as- 
pects of  noise  abatement. 

General 

The  Legislature  has  found  and  declared  that  the 
University  of  California  is  the  primary  state-sup- 
ported academic  agency  for  research.  Education  Code, 
Section  22550. 


Totals,  University  of 
California 


$8,260 


$7,745 


$7,745 


GOVERNOR'S  OFFICE 

Office  of  Planning  and  Research 

General 

The  Office  serves  the  Governor  and  his  cabinet  as 
staff  for  long-range  planning  and  research.  In  this 
capacity  the  Office  has  been  directed  to : 

1.  Assist  in  the  formulation,  evaluation  and  updat- 
ing of  long-range  goals  and  policies  for  land  use, 
population  growth  and  distribution,  urban  expansion, 
open  space,  resources  preservation  and  utilization,  and 
other  factors  which  shape  statewide  development  pat- 
terns and  significantly  influence  the  quality  of  the 
state's  environment. 

2.  Assist  in  the  orderly  preparation  by  appropriate 
state  departments  and  agencies  of  intermediate  and 
short-range  functional  plans  to  guide  programs  of 
transportation,  water  development,  open  space,  recre- 
ation and  other  functions  which  relate  to  the  protec- 
tion and  enhancement  of  the  state's  environment. 

3.  Kegularly  evaluate  plans  and  programs  of  de- 
partments and  agencies  of  state  government,  identify 
conflicts  or  omissions,  and  recommend  new  state  poli- 
cies, programs  and  actions  required  to  resolve  con- 
flicts, advance  statewide  environmental  goals  and  to 


respond  to  emerging  environmental  problems  and  op- 
portunities. 

4.  Assist  the  Department  of  Finance  in  preparing, 
as  part  of  the  annual  state  budget,  an  integrated  pro- 
gram of  priority  actions  to  implement  state  functional 
plans  and  to  achieve  statewide  environmental  goals 
and  objectives  and  take  other  actions  to  assure  that 
the  program  budget,  submitted  annually  to  the  Leg- 
islature, contains  information  reporting  the  achieve- 
ment of  state  goals  and  objectives  by  departments 
and  agencies  of  state  government. 

5.  Coordinate  the  development  and  operation  of  a 
statewide  environmental  monitoring  system  to  assess 
the  implications  of  growth  and  development  trends 
on  the  environment  and  to  identify  at  an  early  time, 
potential  threats  to  public  health,  natural  resources 
and  environmental  quality. 

6.  Coordinate,  in  conjunction  with  appropriate 
state,  regional,  and  local  agencies,  the  development 
of  objectives,  criteria  and  procedures  for  the  orderly 
evaluation  and  report  of  the  impact  of  public  and 
private  actions  on  the  environmental  quality  of  the 
state. 

7.  Coordinate  research  activities  of  state  govern- 
ment directed  to  the  growth  and  development  of  the 
state  and  the  preservation  of  environmental  quality. 

8.  Assist  the  Governor  in  the  preparation  of  en- 
vironmental goals  and  policy  reports  which  shall  in- 
clude : 

a.  An  overview,  looking  20  to  30  years  ahead,  of 
state  growth  and  development  and  a  statement  of 
approved  state  environmental  goals  and  objectives, 
including  those  directed  to  land  use,  population 
growth  and  distribution,  urban  expansion  and  the  con- 
servation of  natural  resources. 

b.  Description  of  new  and  revised  state  policies, 
programs  and  other  actions  of  the  Executive  and  Leg- 
islative branches  required  to  implement  statewide  en- 
vironmental goals,  including  intermediate-range  plans 
and  actions  directed  to  natural  resources,  human  re- 
sources and  transportation.  Government  Code  65025 
et  seq. 


Expenditures    

Totals,  Governor's  Office. 

GRAND  TOTALS,  INDE- 
PENDENT STATE 
AGENCIES 


1970-71 
$103 

$103 


$8,580 


1971-72 

$178 

$178 


$8,443 


1972-73 
$169 

$169 


$8,297 
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The  Human  Relations  Agency  encompasses  the  correctional,  manpower/welfare  and  health  program  areas 
of  state  government.  The  agency  includes  eight  departments  and  four  offices.  These  organizational  units  will 
have  an  overall  program  expenditure  in  Fiscal  Year  1972-73  which  exceeds  $6.3  billion  (see  Chart  A).  Con- 
tinued emphasis  will  be  placed  on  the  community  and  private  sector  approach  toward  fulfilling  the  program 
goals  of  the  Human  Relations  Agency. 

Over  70  percent  of  the  program  expenditures  of  the  Agency  are  dedicated  to  providing  local  assistance  (see 
Charts  B  and  C).  (Totals  in  Charts  A,  B  and  C  exclude  "other  reimbursements". 


CHART   A 

HUMAN  RELATIONS  EXPENDITURE  DOLLAR 
1972-73  (thousands) 

TOTAL  GENERAL  FUND           g 
$2,055,780                ^*mmm*^ 

TOTAL  ALL  FUNDS 

$6,385,79                          _^ 

HkC 

A  /      \, 

\ 

c 

/                            / 

SpE 

D 

a  Pf§^L^m^ 

D 

E 
F 

A — Correctional 

PERCEN' 

9.2 

r        DOLLARS 

188,483 

A — Correctional           ° 

PERCENT 
3.2 

DOLLARS 

205,218 

B — Health   Care   Services 

31.9 

654,585 

B — Health  Care  Services 

26.1 

1,672,286 

C — Human   Resources   Development 

0.6 

13,645 

C — Human    Resources   Development 

18.8 

1,200,683 

D — Mental  Health 

16.5 

340,275 

D — Mental  Health 

6.1 

390,190 

E— Public  Health 

1.6 

33,514 

E— Public  Health 

1.1 

69,002 

F — Rehabilitation 

0.3 

7,025 

F — Rehabilitation 

1.0 

64,427 

G — Social  Welfare 

39.9 

818,253 

G — Social  Welfare 

43.7 

2,783,873 

CHART  A 
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CHART    B 

HUMAN  RELATIONS  SUPPORT  EXPENDITURE  DOLLAR 

1972-73  (thousands) 

TOTAL  GENERAL  FUND 

TOTAL  ALL  FUNDS 

$329,888                      ^^^_^. 

A 

C 

$1,622,704                    ^^-**-^. 
A  Jj       ^v 

C 

G  \^^^^^ 
F  \*^jS 

G  |_ '  "   V^y 

ENi 

X      D 

D"%/ 

PERCENT 

DOLLARS 

PERCENT 

DOLLARS 

A — Correctional 

50.1 

165,237 

A — Correctional 

11.2 

181,972 

B — Health  Care  Services 

- 

- 

B — Health    Care   Services 

- 

- 

C — Human    Resources   Develop 

nent          4.1 

1 3,645 

C — Human  Resources  Development 

74.1 

1,200,683 

D — Mental    Health 

35.8 

117,800 

D — Mental    Health 

7.8 

127,366 

E— Public   Health 

3.6 

11,954 

E— Public  Health 

1.5 

25,599 

F — Rehabilitation 

2.1 

7,025 

F — Rehabilitation 

4.0 

64,427 

G — Social   Welfare 

4.3 

14,227 

G — Social  Welfare 

1.4 

22,657 

CHART  B 


CHART   C 

HUMAN  RELATIONS  LOCAL  ASSISTANCE  EXPENDITURE  DOLLAR 
1972-73  (thousands) 

TOTAL  GENERAL  FUND 
$1,725,892 

TOTAL  ALL  FUNDS 

$4,762,975                    ^--«**t-~£ 

E 

lir      \ D 

a  b^— ~~'"*~ 

^~-~~--~~-J  E 

\       idit 

/g 

G  \. 

A — Correctional 

PERCENT 
1.3 

DOLLARS 

23,246 

A — Correctional 

PERCENT 
0.5 

DOLLARS 

23,246 

B — Health  Care  Services 

37.9 

654,585 

B — Health  Care  Services 

35.1 

1,672,286 

C — Human    Resources   Development             — 

- 

C — Human    Resources    Development 

- 

- 

D — Mental    Health 

12.9 

222,475 

D — Mental   Health 

5.5 

262,824 

E— Public  Health 

1.2 

21,560 

E— Public    Health 

1.0 

43,403 

F — Rehabilitation 

- 

- 

F — Rehabilitation 

- 

- 

G — Social   Welfare 

46.7 

804,026 

G — Social    Welfare 

57.9 

2,761,216 

CHART  C 
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CORRECTIONAL  PROGRAMS 

These  programs  are  performed  primarily  through 
the  Department  of  Corrections  and  the  Department 
of  the  Youth  Authority. 

Department  of  Corrections 

The  downward  trend  in  institution  population  that 
began  last  year  is  expected  to  continue  through 
1972-73.  Accompanying  chart  excludes  female  felons 
and  narcotic  addicts).  The  average  daily  population 
for  the  budget  year  is  projected  to  be  21,095  as  com- 
pared to  an  actual  of  25,058  in  1970-71.  With  this 
reduced  population,  several  program  changes  become 
necessary  for  continued  effective  and  efficient  opera- 
tion of  the  department. 

Concurrent  with  this  reduction  in  institution  popu- 
lation is  an  increase  in  parole  population.  Parole 
agents  with  supporting  staff  and  services  must  be 
available  to  supervise  this  increase  of  nearly  1,500 
parolees  (from  an  average  of  18,969  in  1970-71  to 
20,463  expected  in  1972-73).  This  growth  has  largely 
been  due  to  earlier  release  to  parole  by  the  releasing 
authorities.  A  strengthened  parole  program  through 
additional  psychiatric  care  in  the  communities  and 
institution  efforts  in  preparing  inmates  for  return  to 
society  are  factors  that  permit  the  earlier  releases. 

A  distinct  benefit  of  the  lower  institution  popula- 
tions is  the  full  implementation  of  the  goal  of  housing 
only  one  inmate  in  each  cell.  Not  only  will  the 
potential  of  interpersonal  conflict  between  inmates 
forced  to  live  together  in  small  quarters  be  reduced, 
but  the  potential  for  larger  disturbances  resulting 
from  overcrowding  will  be  lessened  by  this  reduced 
population. 

In  addition  to  housing  one  inmate  per  cell,  the  de- 
partment will  be  able  to  close  major  housing  units  due 
to  the  diminishing  population  resulting  in  the  deacti- 
vation of  1,538  beds.  Locations  will  be  selected  on  the 


MALE  FELON  POPULATIONS 
INSTITUTION  AND  PAROLE 

June  30, 1962  through  June  30, 1973 


~i — — r— 1 1 — — t — i r^ r 

1962    1963    1964    1965    1966    1967    1968    1969    1970    1971    1972    1973 


basis  of  the  condition  of  structures  and  proximity  to 
community  based  services,  consistent  with  the  security 
needs  of  the  inmate  populations.  Other  facilities  will 
be  able  to  absorb  these  populations  without  overcrowd- 
ing. 

Reduced   populations  do   not   in   themselves   mean 
greater  freedom  from  the  most  serious  problem  facing 
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THE  CORRECTIONAL  DOLLAR 

Percent  Expenditures  (Gross) 


Function 

Institution  Operations: 

A.  Security — . 


B.  Inmate   Support 

C.  Behavioral    Modification  — 

D.  Inmate    Employment 

E.  Education   and   Training  - 

F.  Reception  and  Release. — 

G.  Industrial    Operations  — 
H.  Inmate  Welfare   Benefits 


Community  Operations: 

I.   Parole    Supervision  - 
J.   Community    Services 


Expenditures 
(Millions) 


■  45.4 
-30.6 
-10.3 
-4.8 

-  5.7 

-  2.8 
-13.0 

-  3.1 


-  15.0 

-  3.1 


Percent 

33.9 
22.9 
7.7 
3.6 
4.3 
2.1 
9.7 
2.3 


11.2 
2.3 
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the  institutions — violence  directed  toward  inmates  and 
staff.  Such  incidents  appear  to  be  nationwide  in  scope 
and  the  Department  of  Corrections  in  California  has 
not  been  excepted  from  this  current  trend.  A  possible 
remedy  may  be  small,  more  manageable  facilities  which 
is  now  under  study.  This  would  require  additional 
capital  outlay  and  time  to  implement.  The  addition  of 
more  security  staff  is  an  immediate  alternative  at  the 
more  vulnerable  locations  in  the  system.  The  depart- 
ment is  thus  adding  405  positions  for  the  purpose  of 
controlling  violence  by  the  militant,  acting-out  seg- 
ment of  the  inmate  population.  Included  in  the  405 
new  positions,  are  88.6  psychiatric  treatment  positions. 
Dollar  expenditures  by  the  department  reflect  the 
foregoing  changes  in  1972-73.  Security  costs  and 
parole  and  community  services,  are  slightly  higher 
than  the  previous  years.  The  expenditures  for  the 
various  departmental  functions  are  shown  in  the 
above  chart. 

Department  of  the  Youth  Authority 

Population  in  the  Youth  Authority  institutions  is 
projected  for  a  slight  decrease  in  1972-73.  A  slight 
increase  is  projected  for  parole  population.  The  Pro- 
bation Subsidy  Program  will  be  increased  by  approxi- 
mately $2.5  million  to  a  level  of  $18,931,300  in  the 
budget  year.  This  local  assistance  program,  which 
emphasizes  local  supervision  and  treatment  of  offend- 
ers on  probation,  is  one  of  the  reasons  for  the  decline 
in  the  commitment  rates  of  offenders  to  the  Depart- 
ment of  the  Youth  Authority  and  the  Department 
of  Corrections. 


The  result  of  the  drop  in  commitment  rates  to  the 
department  is  a  decrease  in  the  requirement  for  bed 
capacity  in  existing  facilities.  This  decline,  coupled 
with  the  implementation  of  the  Increased  Parole  Ef- 
fectiveness Program  (IPEP),  has  enabled  the  depart- 
ment to  close  Frieot  Ranch  School  during  the  1970-71 
fiscal  year  and  to  continue  the  phasing  out  of  Paso 
Robles  School  which  will  be  closed  in  the  1972-73 
fiscal  year. 

The  department  has  nearly  accomplished  the  policy 
of  removing  its  youthful  offenders  from  Department 
of  Corrections  facilities.  During  1972-73,  there  will 
be  an  average  of  approximately  58  Youth  Authority 
wards  in  Correction's  facilities.  All  juvenile  court 
commitments  have  been  transferred  from  Department 
of  Corrections  facilities  to  Youth  Authority  institu- 
tions. 

The  department  has  transferred  350  wards  from 
Preston  School  of  Industry  to  the  heretofore  unused 
DeWitt  Nelson  Training  Center  in  order  to  better 
program  for  both  the  increasing  numbers  of  older, 
more  mature  and  criminally  sophisticated  youth  and 
the  growing  proportion  of  the  department's  popula- 
tion that  is  made  up  of  acute  control  problems  and 
cases  needing  specialized  intensive  treatment  pro- 
grams. This  shift  of  population  reduced  the  Preston 
population  to  approximately  400.  Total  cost  of  the 
programs  at  these  two  institutions  is  within  the  funds 
previously  budgeted  for  Preston  School  of  Industry. 
These  changes  are  in  line  with  the  departmental  ob- 
jectives of  maximizing  capacity  for  differential  care, 
treatment  and  custody. 

As  shown  in  the  following  chart,  approximately 
two-thirds  of  the  Youth  Authority  expenditure  dollar 
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provides  rehabilitative  services  and  security  for  wards 
committed  to  the  department.  Approximately  one- 
third  of  the  remaining  Youth  Authority  expenditure 
dollar  provides  supportive  services,  primarily  finan- 
cial assistance  to  local  jurisdictions  for  such  programs 
as  Special  Probation  Supervision,  County  Camps, 
Ranches  and  Homes,  and  Delinquency  Prevention 
projects.  The  budget  also  includes  additioinal  staff 
for  improved  security. 

MANPOWER/WELFARE  PROGRAMS 

These  programs  are  performed  primarily  through 
the  Department  of  Social  Welfare,  the  Department  of 
Rehabilitation,  the  Department  of  Human  Resources 
Development  and  the  Cal  Job  Executive  Law  Board. 

Department  of  Social  Welfare 

During  the  latter  part  of  fiscal  year  1970-71,  the 
Department  began  implementation  of  the  "Governor's 
Welfare  Reform  Plan  of  March  1971".  Many  of  the 
provisions  of  this  plan  were  incorporated  into  SB 
796,  the  Welfare  Reform  Act  of  1971.  In  1971-72, 
efforts  in  conformance  with  these  authorizations  have 
been  concentrated  in  the  following  areas:  limiting 
eligibility  to  those  truly  in  need,  increasing  aid  pay- 
ments to  those  with  no  other  resources,  reducing  pay- 
ments to  those  with  significant  supplemental  income, 
reinforcing  the  financial  responsibilities  of  parents 
for  their  minor  children  and  of  adult  children  for 
their  aged  parents,  requiring  the  able-bodied  members 
of  welfare  families  to  work  or  train  for  work,  and 
reorganizing  the  Department  in  order  to  obtain  more 
effective  management  of  the  welfare  programs. 

During  fiscal  year  1971-72,  the  implementation  of 
the  Welfare  Reform  Act  of  1971  has  caused  the 
growth  rate  of  the  welfare  caseload  to  drop  signifi- 
cantly. For  eight  consecutive  months,  the  caseload  ac- 
tually decreased.  It  is  anticipated  that  the  caseload 
will  not  continue  to  decrease,  but  that  the  growth  rate 
will  be  significantly  less  than  that  experienced  prior 
to  welfare  reform. 

Payments  to  recipients,  social  services  for  the 
needy,  and  welfare  administration  will  require  $818.3 
million  from  state  funds  during  1972-73,  an  increase 
of  $58.9  million  from  comparable  expenditures  in  the 
current  fiscal  year.  Fiscal  requirements  for  1972-73 
will  increase  primarily  because  of  a  shift  of  $49.4 
million  in  county  cost  to  the  state  as  a  result  of  the 
provision  in  the  Welfare  Reform  Act  of  1971  which 
requires  the  state  to  pay  50  percent  of  the  nonfederal 
share  of  county  administrative  costs  associated  with 
eligibility  and  grant  determination. 

Reform  efforts  in  1972-73  will  focus  on  increasing 
the  state's  control  of  the  administration  of  welfare 
payments  by  means  of  performance  contracts  with 
the  counties,  encouraging  the  use  of  private  agencies 
by  the  counties  for  the  provision  of  social  services, 
and  improving  the  ability  to  monitor  and  evaluate 
the  welfare  programs  by  installation  of  a  statewide 
welfare  management  information  system. 
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Department  of  Rehabilitation 

Over  18,000  disabled  persons  are  expected  to  be  re- 
habilitated in  1972-73.  The  budget  for  the  Depart- 
ment of  Rehabilitation  will  expand  as  a  result  of 
availability  of  federal  funds.  In  addition  to  the  tradi- 
tional $4  to  $1  federal/state  money  match,  $3,948,968 
is  included  on  a  $9  to  $1  match  basis  to  be  used  for 
rehabilitation  of  disabled  welfare  recipients.  Funds 
from  other  departments  will  be  consolidated  in  the 
Department  of  Rehabilitation  to  take  advantage  of 
available  Federal  Rehabilitation  Funds.  When  fully 
implemented,  the  program  will  rehabilitate  2,550  dis- 
abled welfare  recipients  per  year. 

Other  program  expansion  include  services  to 
OASDI  recipients,  alcoholics,  and  disability  determi- 
nation. $1,500,000  will  be  made  available  from  the 
Social  Security  Trust  Fund  to  serve  600  OASDI  re- 
cipients with  no  General  Funds  involved.  The  primary 
focus  will  be  to  treat  individuals  in  the  community 
and  reduce  the  number  of  commitments  to  state  men- 
tal hospitals.  The  Disability  Determination  Program 
will  expand  $2,481,523  in  1972-73  in  order  to  handle 
an  expected  increased  workload  of  applicants  for 
OASDI  benefits.  The  increase  is  100  percent  federally 
funded. 

The  effect  of  the  department's  concentrated  effort 
to  apply  all  available  resources  toward  the  rehabilita- 
tion of  the  disabled  is  dramatically  shown  on  the  fol- 
lowing page. 
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Department  of  Human  Resources  Development 

Manpower  programs  will  be  the  subject  of  extensive 
evaluation  with  an  emphasis  placed  upon  goal-oriented 
operations.  The  average  civilian  employment  is  fore- 
cast to  increase  by  over  200,000.  This  is  expected  to 
result  in  a  decrease  in  the  average  weekly  unemploy- 
ment. 

Significant  program  efforts  within  the  budget  year 
for  this  department  include  the  Employables  Program 
which  will  be  fully  implemented.  It  is  designed  to 
separate  employable  AFDC  recipients  from  the  un- 
employable AFDC  recipients  so  that  emphasis  can  be 
placed  on  providing  employment  service.  The  Com- 
munity Work  Experience  Program  Demonstration 
Project  will  be  implemented  in  35  counties  when  ap- 
proved by  the  federal  Department  of  Health,  Edu- 
cation and  Welfare.  It  is  designed  to  assist  employ- 
able AFDC  recipients  by  requiring  able-bodied 
recipients  to  accept  work  with  public  or  nonprofit 
organizations. 

The  total  of  all  program  costs  in  the  Department  of 
Human  Resources  Development  will  decrease  from 
$1,370  million  to  $1,197  million.  The  reduction  will  be 
due  primarily  to  reduced  expenditures  in  the  Tax  Col- 
lection and  Insurance  Payments  Division. 

Other  program  changes  include  the  Food  Stamp 
Program  where  able-bodied  recipients  are  now  re- 
quired to  register  with  the  Department  of  Human 
Resources  Development  and  accept  employment  under 
certain  conditions;  the  Public  Employees  Program 
designed  to  provide  transitional  employment  in  pub- 
lic services  during  times  of  high  unemployment;  the 
New   Careers   in   Employment   Security   designed  to 
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remove  institutional,  individual  and  environmental 
barriers  within  employment  security  agencies;  Career 
Opportunity  Development  Program  to  develop  entry 
and  upgrade  opportunities  for  the  disadvantaged  ;  and 
the  opening  of  the  California  Professional  Resources 
Development  Center  to  develop  jobs  for  engineers, 
scientists  and  technicians  unemployed  due  to  cutbacks 
in  aerospace  and  defense  industries. 

Workload  changes  during  the  current  and  budget 
year  include  provision  to  collect  the  state  withheld 
personal  income  tax  for  the  Franchise  Tax  Board,  ex- 
panded unemployment  and  disability  insurance  for 
certain  nonprofit  organizations,  the  state  itself,  insti- 
tutions of  higher  education  and  state  hospitals  and  in- 
creases resulting  from  exemptions  of  vacation  pay  and 
increase  base  period  wage  requirements. 

The  Rural  Manpower  Service  operation  will  help 
enable  the  rural  work  force  to  reach  and  maintain  a 
level  of  economic  sufficiency  and  to  insure  an  adequate 
work  force  for  the  whole  rural  community. 

The  California  Commission  on  Aging,  as  a  result 
of  further  augmentation  in  the   1972-73  fiscal  year, 


will  be  able  to  more  effectively  coordinate  and  evaluate 
federal  grants  for  aging  activities  designed  to  reach 
the  aged  population  through  individual  community 
programs. 

The  Office  of  Economic  Opportunity  will  provide,  on 
request,  technical  assistance  to  community  action 
agencies  in  all  phases  of  their  program  development, 
administration,  and  operation.  Emphasis  will  also  be 
placed  on  innovative  research,  pilot,  and  demonstra- 
tion programs  for  the  purpose  of  establishing  new  ap- 
proaches to  the  anti-poverty  efforts. 

Co/  Job  Executive  Law  Board 

This  program  provides  the  means  for  small  busi- 
nesses, particularly  in  the  disadvantaged  areas  of 
communities,  to  obtain  investment  capital  and  man- 
agement guidance  to  get  started.  In  addition  to  help- 
ing various  business  enterprises  to  get  established, 
this  program  has  had  the  beneficial  effect  of  provid- 
ing new  jobs  for  the  disadvantaged. 
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During  1971,  a  Regional  California  Job  Develop- 
ment Corporation  was  established  in  San  Diego  and 
capitalized  by  nine  member  banks  for  $250,000. 
Orange  County  has  received  $50,000  towards  the  capi- 
talization of  a  regional  job  development  corporation 
to  service  that  county.  An  agreement  has  been  entered 
into  between  the  Oakland  Model  Cities  Agency  and 
the  Oakland  Small  Business  Development  Center  (a 
contractor  under  the  Small  Business  Assistance  Pro- 
gram) that  will  provide  additional  financial  and  tech- 


nical   resources    for    expanding    business    ownership 
within  the  Oakland  model  cities  neighborhood. 

HEALTH  PROGRAMS 

These  programs  are  performed  primarily  through 
the  Department  of  Health  Care  Services,  Department 
of  Public  Health,  Department  of  Mental  Hygiene,  the 
Office  of  Mental  Retardation,  the  Office  of  Alcoholism, 
and  the  Office  of  Narcotic  and  Drug  Abuse. 
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Department  of  Health  Care  Services 

The  California  Medical  Assistance  Program  (Medi- 
Cal),  administered  by  the  Department  of  Health  Care 
Services  in  cooperation  with  county  and  federal  gov- 
ernment, is  budgeted  at  a  total  of  $1,689  billion  in  the 
1972-73  fiscal  year.  The  state's  share  of  this  program 
is  budgeted  at  $654  million  from  the  General  Fund 

During  the  current  vear,  the  Legislature  enacted 
Assembly  Bill  949  (Chapter  577,  Statutes  of  1971). 
This  law  is  known  as  the  Medi-Cal  Reform  Program 
(MRP)  and  was  operative  on  October  1,  1971.  MRP 
establishes  a  more  equitable  statewide  system  ef  eli- 
gibility. It  provides  for  a  single  standard  of  care  for 
all  needy  Californians.  No  longer  will  some  Califor- 
nians  have  to  turn  to  county  resources  for  their  medi- 
cal care.  MRP  also  establishes  a  basic  and  supplemen- 
tal schedule  of  benefits  within  a  strong  system  of 
controls  to  ensure  that  necessary  care  is  provided  and 
that  unnecessary  utilization  is  curtailed. 

MRP  encourages  the  use  of  prepaid  health  plans  as 
a  means  of  delivering  necessary  health  care.  These 
plans  will  have  important  advantages  to  Medi-Cal 
such  as  better  organized  continuous  care  for  those 
beneficiaries  who  choose  to  join,  and  less  paperwork 
for  the  providers  who  participate,  reduced  taxpayer 
cost. 

MRP  also  improves  the  program's  financing  system. 
State  and  county  overall  savings  will  be  achieved 
through  programs  of  comprehensive  services  con- 
ducted within  the  framework  of  reasonable  controls. 
Federal  funds  will  be  utilized  for  the  first  time  for  the 
care  of  newly  eligible  beneficiaries  under  the  age  of  21. 

Department  of  Public  Health 

Through  its  major  programs,  the  Department  of 
Public  Health  identifies  new  and  changing  health 
problems,  develops- improved  techniques  for  preven- 
tion and  control  of  disease  and  environmental  health 
problems,  provides  and  assures  high-quality  health 
services,  and  emphasizes  community  and  individual 
participation  in  developing  and  implementing  health 
programs  and  services. 

Federal  funds  account  for  approximately  44  percent 
of  the  department's  1972-73  budget,  including  grants- 
in-aid.  Medicare  reimbursement,  and  support  of  the 
special  projects  program.  Of  all  funds,  over  80  percent 
will  be  spent  at  the  community  level,  through  direct 
financial  assistance  or  purchase  of  health  services. 

Environmental  Health  and  Consumer  Protection 
Services  carries  out  measures  to  detect  and  deal  with 
problems  in  such  areas  as  foods  and  drugs,  radiation, 
domestic  water  and  sewage  disposal  systems,  solid 
waste,  vector-borne  disease,  and  occupational  hazards, 
including  pesticides.  Changes  proposed  in  this  pro- 
gram for  1972-73  include  an  increase  in  the  frequency 
of  food  and  drug  plant  inspection,  new  positions  to 
accomplish  the  licensing  of  personnel  using  X-ray 
equipment  and  inspection  of  schools  teaching  X-ray 
technology,  new  positions  necessary  to  perform  the 
requirements  of  the  contract  with  the  "Water  Resources 
Control  Board  for  development  of  water  quality  plans, 
and  provision  for  additional  staff  to  accomplish  more 
frequent  inspection  of  the  water  systems  in  the  state. 

Preventive  Medical  Services  is  the  focal  point  in  the 
department  for  planning  and  action  to  improve  per- 


sonal health  services  in  California.  It  develops  and 
implements  methods  and  services  for  control  or 
amelioration  of  chronic  and  communicable  diseases, 
and  administers  funds  which  purchase  health  services 
for  crippled  children,  infants  and  mothers,  and  high- 
risk  groups  such  as  California's  Indians.  Services  to 
the  mentally  retarded  and  their  families  have  been 
expanded,  and  a  coordinated  interdepartmental  pro- 
gram is  being  developed  through  the  Office  of  Mental 
Retardation  Coordination.  In  the  current  year  the 
Venereal  Disease  Control  Program  has  been  expanded 
to  combat  the  rapidly  increasing  incidence  of  syphilis 
and  gonorrhea,  the  funds  available  for  Crippled 
Children's  Services  are  being  increased  to  meet  the 
greater  cost  of  the  program,  and  family  planning  serv- 
ices are  being  initiated  through  funds  made  available 
by  the  Welfare  Reform  Act  of  1971.  In  the  budget 
year,  a  measles  control  program  is  proposed  to  reduce 
the  risk  of  an  epidemic. 

Community  Health  Services  is  the  department's 
primary  channel  to  local  health  agencies  for  financial 
and  technical  assistance  which  support  planning  and 
high-quality  operations  of  a  wide  variety  of  health 
facilities  and  services.  Health  facility  licensing  and 
certification,  and  planning  and  construction,  are 
among  the  major  responsibilities  of  this  program.  In 
the  current  year,  new  positions  were  established  to 
administer  the  program  for  certification  of  health  fa- 
cilities as  required  and  funded  by  the  federal  govern- 
ment. 

Nearly  90  percent  of  Community  Health  Services' 
and  Preventive  Medical  Services'  funds  will  be  used 
at  the  local  level  in  1972-73. 

Mental  Hygiene 

The  role  of  the  state  hospitals  as  the  major  provider 
of  services  to  the  mentally  disordered  has  been  greatly 
changed  since  the  enactment  of  the  California  Mental 
Health  Act  of  1969.  Except  for  two  of  the  smaller 
counties  that  have  elected  not  to  participate  in  the 
local  program  effort  and  the  direct  commitment  of 
Penal  Code  violators,  the  state  hospitals  act  as  con- 
tract providers  of  services  to  local  mental  health  pro- 
grams. The  local  programs  operate  on  two  basic 
premises — that  treatment  close  to  the  patients  home  is 
more  effective;  and  that  inpatient  treatment  for 
mental  disorders  is  the  least  desired  form  of  treatment 
and  therefore  the  last  used  if  all  other  forms  fail. 
These  two  factors  have  produced  a  reduction  in  state 
hospital  population  from  37,711  in  1957,  to  an  esti- 
mated 7.000  on  July  30,  1973. 

As  a  result  of  the  reduction  in  patient  population, 
one-half  of  Stockton  State  Hospital  and  the  total 
hospital  at  Modesto  have  been  closed.  By  June.  1972, 
the  programs  for  the  mentally  ill  at  Agnews  will  have 
been  terminated  and  DeWitt  State  Hospital  will  have 
been  closed.  The  1972-73  budget  proposes  that  addi- 
tional reductions  of  hospital  operations  be  made  dur- 
ing the  fiscal  year. 

This  budget  continues  the  emphasis  on  local  services 
for  the  mentally  disordered  with  the  state  contribut- 
ing 90  percent  of  the  net  costs  of  these  programs. 
Total  expenditures  for  assistance  to  local  mental 
health  programs  will  be  $251,904,229. 

Included  in  these  estimates  are  the  costs  of  mental 
health  services  provided  through  Medi-Cal.  For  the 
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first  time  the  payment  for  these  services  will  be  made 
through  the  Short-Doyle  program.  Staff  to  provide 
preeare  and  aftercare  services  have  been  furnished  by 
contracts  with  the  Community  Services  Branch  of  the 
Department  of  Social  Welfare.  Effective  with  the 
1972-73  budget,  this  staff  will  become  a  part  of  the 
Department  of  Mental  Hygiene. 

The  programs  of  the  Department  of  Mental  Hygiene 
for  the  mentally  retarded  have  also  been  redirected. 
Under  the  Lanterman  Mental  Retardation  Services 
Act  of  1969,  the  state  hospitals  admit  and  discharge 
patients  at  the  request  or  direction  of  the  Regional 
Mental  Retardation  Centers.  The  state  hospitals  thus 
serve  as  a  treatment  resource  to  the  regional  centers 
in  much  the  same  way  as  those  for  the  mentally  ill 
respond  to  the  local  programs  for  the  mentally  ill. 
This  budget,  for  the  first  time,  consolidates  funding 
for  mental  retardation  programs  into  a  single  item  to 
be  administered  by  the  Department  of  Mental  Hy- 
giene. The  General  Fund  appropriation  for  this  pro- 
gram totals  $110,606,955  with  $8,194,653  for  opera- 
tion of  the  Regional  Mental  Retardation  Centers; 
$12,843,000  for  the  purchase  of  protective  living 
services  in  the  community;  and  $89,569,302  for  the 
purchase  of  services  in  the  state  hospitals.  . 

The  nursing  staff  in  the  state  hospitals  for  the 
mentally  retarded  are  scheduled  to  be  increased  by 
the  fourth  increment  of  five  planned  increases  to 
achieve  the  level  of  the  1968  Nursing  Staffing  Stand- 
ard. By  June  30,  1973,  it  is  planned  to  increase  from 
91  percent  to  96  percent  of  this  standard. 

The  placement  in  community  living  situations  for 
the  mentally  retarded  has  been  the  responsibility  of 
the  Community  Services  Branch  of  the  Department  of 
Social  Welfare.  As  is  the  ease  of  similar  services  to 


the  mentally  ill.  that  organization  is  to  be  transferred 
from  the  Department  of  Social  Welfare  to  the  Depart- 
ment of  Mental  Hygiene. 

Treatment  programs  at  the  hospitals  for  the  men- 
tally ill  and  the  mentally  retarded  have  been  re- 
organized to  better  reflect  treatment  modalities  thus 
providing  greater  flexibility  and  making  them  more 
responsive  to  treatment  needs. 

This  budget  also  reflects  the  transfer  of  the  Neuro- 
psychiatry Institutes  to  the  University  of  California 
as  provided  in  the  Governor's  Health  Reorganization 
Plan  No.  1  of  1970. 

Office  of  Mental  Retardation 

A  consolidated  interdepartmental  program  budget 
for  the  mental  retardation  program  is  presented  for 
the  second  year.  In  addition  to  reporting  expenditures 
for  mental  retardation  services  in  the  Departments  of 
Education,  Social  Welfare,  and  Rehabilitation,  this 
budget  combines  into  a  single  appropriation  those  ex- 
penditures previously  reported  in  the  Departments  of 
Public  Health  and  Mental  Hygiene  for  regional  cen- 
ter operations,  protective  living  services  and  state 
hospitalization,  as  well  as  the  Office  of  Mental  Re- 
tardation. 

All  13  mental  retardation  planning  areas  now  have 
access  to  regional  center  services.  In  addition,  funds 
are  included  to  provide  for  a  second  center  in  Los 
Angeles  County  to  be  located  in  East  Los  Angeles. 
The  budget  also  permits  state  hospitals  (mentally  re- 
tarded) to  achieve  96  percent  of  the  current  staffing 
standards  by  June  30.  1973. 

Federal  funds  available  under  the  Developmental 
Disabilities  Act  will  be  utilized  to  assist  areawide 
mental  retardation  boards  to  develop  their  area  plans. 
In  addition,  these  federal  funds  are  utilized  to  facili- 
tate the  development  of  needed  services  for  the  devel- 
opmentally  disabled  in  California. 

Office  of  Alcoholism 

The  statewide  alcoholism  program  includes  services 
provided  by  the  State  of  California  for  the  preven- 
tion of  alcoholism  and  the  care,  treatment  and  reha- 
bilitation of  alcoholics. 

The  focus  of  the  programs  for  the  prevention  of 
alcoholism  is  on  education  in  the  schools  and  the  com- 
munity so  as  to  bring  about  ehanges  in  drinking  be- 
havior and  reduce  the  misuse  of  alcoholic  beverages. 
The  Department  of  Education  has  a  comprehensive 
training  program  on  drug  education.  This  program 
includes  alcohol  education  conducted  through  regional 
workshops  and  training  sessions  for  teachers  and  other 
school  personnel.  The  community  education  efforts  of 
the  Departments  of  Mental  Hygiene  and  Rehabilita- 
tion are  directed  at  the  general  public  in  cooperation 
with  interested  groups  from  the  private  sector. 

The  statewide  program  for  treatment  and  rehabili- 
tation of  alcoholics  has  emphasized  the  development 
of  comprehensive  community  alcoholism  programs 
through  the  California  Mental  Health  Act  and  the 
McAteer  Alcoholism  Act.  During  fiscal  year  1970-71, 
six  new  community  alcoholism  programs  were  devel- 
oped in  Ventura,  Sonoma,  San  Bernardino,  Orange, 
Marin,  and  Napa  Counties  bringing  the  total  number 
of  community  alcoholism  programs  to  18.  The  State  of 
California  currently  operates  specialized  alcoholism 
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programs  in  six  state  hospitals.  However,  the  devel- 
opment of  community  alcoholism  programs  empha- 
sizing local  alternatives  to  state  hospitals  has  con- 
tributed to  a  22-percent  decrease  in  state  hospital 
admissions  for  alcoholism.  It  is  anticipated  that  this 
decrease  in  alcoholic  admissions  to  state  hospitals  will 
continue  in  1972-73  with  the  establishment  of  addi- 
tional community  alcoholism  programs  through  the 
cooperative  efforts  of  the  Departments  of  Mental  Hy- 
giene, Rehabilitation,  and  Social  Welfare. 

Office  of  Narcotics  and  Drug  Abuse 

Prior  to  the  creation  of  this  office,  the  state  did  not 
have  a  coordinated  information  resource  on  narcotics 
and  drug  abuse  prevention,  treatment  or  research  pro- 
grams and  a  condition  existed  which  permitted  dupli- 
cation of  program  effort  by  state  and  local  agencies. 
Many  community  organizations  hesitated  to  become 
involved  in  the  development  of  needed  programs  since 
they  did  not  know  where  to  obtain  technical  informa- 
tion, consultation  and  funding. 

The  office  has  worked  with  all  58  counties  in  devel- 
oping a  format  for  countywide,  coordinated  drug 
abuse  control  plans.  The  office's  capability  as  a  cen- 
tral referral  agency  was  increased  by  the  inventory 
of  all  drug  abuse  programs  in  the  state  and  the  pub- 
lication of  a  community  services  inventory.  This  has 
been  made  available  to  those  agencies,  groups  and  in- 
dividuals most  frequently  called  upon  to  refer  indi- 
viduals in  need  of  help  to  the  appropriate  treatment 
resource. 

In  order  to  increase  the  state's  information  dissem- 
ination capability,  a  computer  connection  with  the 
National  Clearing  House  for  Drug  Abuse  Information 
will  be  installed.  This  will  enable  the  office  to  rapidly 
retrieve  abstracts  of  research,  biomedical,  pharmaco- 
logical, social  and  behavioral  science  literature  and  a 
comprehensive  collection  of  information  on  drug  abuse 
prevention,  treatment  and  rehabilitation  programs 
from  throughout  the  nation. 

In  attempting  to  assist  local  communities  in  the 
development  of  more  effective  programs,  the  office 
will  continue  to  develop  training  teams  consisting  of 
state  and  local  personnel  to  provide  technical  assist- 
ance on  a  statewide  basis. 

THE  NEW  DEPARTMENT  OF  HEALTH 

Introduction 

State  health  programs  are  currently  organized 
under  three  major  departments — the  Department  of 
Public  Health,  the  Department  of  Mental  Hygiene, 
and  the  Department  of  Health  Care  Services.  Over 
the  years,  the  maturation  of  various  health  programs 
has  solidified  these  organizational  patterns.  The  pat- 
terns have,  however,  become  increasingly  cumbersome. 
Ever  more  rapid  program  development,  implementa- 
tion and  modifications  have  highlighted  structural 
problems  inherent  in  the  present  departmental  organi- 
zation. The  departments,  despite  every  effort,  have 
found  it  increasingly  difficult  to  respond  effectively 
to  program  changes  without  additional  expenditures 
of  resources  in  areas  of  internal  coordination,  dupli- 
cation of  support  services,  and  significant  program 
overlap. 


Reorganization  Plan 

In  Governor  Reagan's  Health  Reorganization  Mes- 
sage transmitted  to  the  California  Legislature  on 
March  4,  1970,  a  new  Department  of  Health  was  pro- 
posed as  a  means  of  fostering  a  coordinated  and  uni- 
fied health  program  for  the  people  of  California. 
Under  present  law,  the  new  Department  of  Health 
will  come  into  being  July  1,  1973.  The  Human  Rela- 
tions Agency  has  begun  the  task  of  implementation  of 
the  new  department  by  forming  a  health  reorganiza- 
tion committee.  The  committee  is  composed  of  the 
agency  secretary  and  the  Directors  of  Mental  Hygiene, 
Public  Health,  and  Health  Care  Services.  The  tenta- 
tive plans  of  the  health  reorganization  committee  call 
for  the  establishment  of  four  program  groups  in  the 
new  department:  mental  and  developmental  health, 
subsidized  health  care,  health  manpower  and  quality 
control,  and  preventive  health.  In  addition,  there  will 
be  supportive  staff  services  to  provide  planning  and 
evaluation,  health  and  management  information,  fiscal 
and  administrative  services,  legislative  coordination, 
and  public  information. 

Transitional  Reorganization 

In  order  to  insure  an  orderly  transition,  it  is  pro- 
posed that  preparatory  reorganization  steps  be  taken. 
The  initial  phases  of  the  reorganization  plan  will  re- 
spond to  the  most  critical  program  coordination  needs 
faced  by  the  three  existing  departments.  Legislation 
will  be  proposed  during  the  1972  Legislative  Session 
to  obtain  additional  statutory  authority  which  would 
allow  a  smooth  transition.  This  proposed  legislation 
would  provide  the  Secretary  of  the  Human  Relations 
Agency  with  additional  authority  to  begin  phasing  of 
the  implementation  of  the  new  Department  of  Health. 
The  present  law  requires  that  implementation  be  com- 
pleted by  July  1,  1973. 

The   tentative    plan    for   the    1972-73    fiscal   year: 

Direct  social  work  services  provided  by  the  Depart- 
ment of  Social  Welfare  to  patients  of  the  Department 
of  Mental  Hygiene  would  be  transferred  to  DMH. 
This  program  would  provide  services  for  protection 
and  out-of-home  care  to  help  prevent  needless  hos- 
pitalization of  mentally  ill  and  mentally  retarded  per- 
sons, to  release  them  from  hospital  care  when  ready, 
and  to  maintain  them  in  the  community  when  it  ap- 
pears they  will  not  require  further  hospitalization. 
This  transfer  would  continue  and  strengthen  the  local 
community  participation  thrust  of  the  mental  health 
programs. 

Mental  retardation  services  provided  by  the  Depart- 
ment of  Public  Health  would  be  transferred  to  the 
Department  of  Mental  Hygiene.  The  program  would 
be  responsible  for  determining  care,  needs,  resources, 
and  for  assisting  and  planning  for  the  orderly 
development  of  state  services  for  the  mentally  re- 
tarded. It  would  also  be  responsible  for  the  operation 
of  the  regional  center  program  for  the  mentally  re- 
tarded. This  shift  would  facilitate  the  usage*  of  a 
single  appropriation  for  programs  for  the  mentally 
retarded  which  would  directly  improve  coordination 
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and  accountability  in  the  delivery  of  services  for  the 
mentally  retarded. 

The  vocational  rehabilitation  program  for  alcohol- 
ism in  the  Department  of  rehabilitation  would  be 
transferred  to   the   Department   of  Mental   Hygiene. 

This  program  bears  responsibility  for  a  statewide 
comprehensive  plan  for  vocational  rehabilitation  for 
alcoholism  through  early  detection,  prevention  and 
treatment. 

The  teaching  and  research  programs  in  the  field  of 
psychiatry  are  being  transferred  to  the  University  of 
California  by  transferring  the  two  neuropsychiatry 
institutes  from  the  Department  of  Mental  Hygiene. 

The  above  proposed  program  transfers,  along  with 
the  programs  already  existing  in  the  Department  of 
Mental  Hygiene,  would  allow  the  formation  of  the 
nucleus  of  the  proposed  program  grouping  of  mental 
and  developmental  health  of  the  Department  of 
Health. 

The  crippled  children's  program  and  that  portion 
of  the  Department  of  Public  Health's  preventive  med- 
ical services  program  dealing  with  chronic  renal  dis- 
ease control  would  be  transferred  to  the  Department 
of  Health  Care  Services.  The  crippled  children's  pro- 
gram subvention  to  the  counties  is  designed  to  main- 
tain continuing  early  case  finding  of  children  with 
handicapping  conditions  and  assure  that  those  eligible 
for  assistance  are  provided  quality  comprehensive 
medical  and  related  services  to  correct  or  ameliorate 
their  handicap.  The  renal  disease  control  program 
subvention  to  the  counties  is  involved  with  operation 
and  standards  of  renal  dialysis  facilities.  Both  of 
these  have  functions  which  would  be  combined  with 
the  applicable  elements  of  the  Medi-Cal  program  to 
form  the  nucleus  of  the  proposed  program  grouping  of 
subsidized  health  care  of  the  Department  of  Health. 

The  licensing  and  certification  program  of  health 
facilities,  including  that  portion  of  the  laboratory 
services  program  which  is  devoted  to  certification  ac- 
tivities, would  be  transferred  to  the  Department  of 
Health  Care  Services.  These  licensing  and  certifica- 
tion functions  assure  that  health  facilities  are  capable 
of  providing  high  quality  services  for  maintaining 
high  standards  of  care  and  operation.  In  addition,  the 
functions  of  rate  setting  and  standard  setting  will  be 
consolidated  to  improve  community  care.  This  con- 
solidation along  similar  quality  control  functions  in 
the    Department   of    Health    Care    Services   and   the 


Department  of  Mental  Hygiene  would  form  the 
nucleus  of  the  program  grouping  of  health  manpower 
and  quality  control  of  the  Department  of  Health. 

The  preliminary  transfers  of  program  services  to 
the  Department  of  Mental  Hygiene  and  to  the  De- 
partment of  Health  Care  Services  would  provide  a 
headstart  on  the  total  reorganization  to  be  effective 
in  July  1973  and  can  be  achieved  with  a  minimum  of 
disruption  and  a  maximum  amount  of  program  co- 
ordination. 

Existing  programs,  incorporating  a  broad  spectrum 
of  environmental,  protective,  and  preventive  health 
programs  affecting  all  segments  of  the  state  population 
will  receive  a  concerted  review  and  emphasis.  These 
programs  would  continue  in  the  Department  of  Public 
Health.  They  would  eventually  become  the  nucleus  of 
the  program  grouping  of  preventive  health  of  the  De- 
partment of  Health. 

During  1972,  there  would  be  a  continued  study  of 
the  staff  services  functions  of  the  Department  of 
Public  Health,  Department  of  Health  Care  Services, 
and  the  Department  of  Mental  Hygiene  that  will  be 
consolidated  in  the  Department  of  Health.  In  addi- 
tion, each  of  these  departments  will  be  examining 
ways  of  meaningfully  integrating  the  programs 
within  each  of  the  four  program  groupings. 

Reorganization  as  of  July  7,  7973 

On  July  1,  1973,  the  Department  of  Health  will 
become  fully  operational.  Tentatively,  this  depart- 
ment will  have  four  program  groupings  which  will 
encompass  all  of  the  activities  of  the  Departments  of 
Public  Health,  Health  Care  Services  and  Mental  Hy- 
giene. Continued  study  will  take  place  during  1971-72 
and  1972-73  in  order  to  consolidate  the  staff  services 
functions  in  the  most  efficient  manner.  In  addition,  10 
healing  arts  and  licensing  boards  from  the  Depart- 
ment of  Consumer  Affairs  will  be  placed  in  the  pro- 
gram grouping  of  health  manpower  and  quality  con- 
trol of  the  Department  of  Health.  This  program  will 
be  designed  to  give  new  emphasis  and  direction  to 
all  aspects  of  health  manpower. 

The  preparatory  reorganization  changes,  which  lead 
to  the  creation  of  the  new  Department  of  Health  by 
July  1,  1973,  will  encourage  progressive  changes  in 
the  health  care  delivery  system  that  will  make  it  more 
efficient,  effective,  and  available  to  all  Californians. 
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Throughout  the  nation,  education  seems  in  turmoil, 
for  it  is  both  engendering  and  responding  to  the  di- 
verse and  often  conflicting  challenges  of  a  dynamic 
society.  Change  is  clearly  in  the  wind  although  none 
can  predict,  with  assurance,  the  ultimate  outcome. 
Now,  as  in  the  past,  California  can  lead  the  nation. 
Our  size  and  complexity  alone  require  that  we  see 
farther  and  probe  deeper  into  the  problems  of  educa- 
tion— that  we  foreshadow  the  best  of  what  the  future 
may  bring  to  the  nation  as  a  whole. 

The  state  general  funds  budgeted  for  all  of  educa- 
cation,  excluding  capital  outlay,  represent  an  increase 
of  60  percent  in  1972-73  over  the  expenditures  of 
1966-67.  By  educational  levels,  support  for  elementary 
and  secondary  schools  increases  by  44  percent,  com- 
munity college  funding  grows  205  percent  and  the  rest 
of  higher  education  increases  by  78  percent.  It  is  true 
that  throughout  this  period  all  sectors  have  had  to 
husband  their  resources.  Economy,  though,  is  not  the 
sole  concern,  more  broadly  the  intent  is  the  applica- 
tion of  each  taxpayer 's  dollar  where  classroom  instruc- 
tion effectively  occurs  ...  at  the  point  of  interaction 
between  the  teacher  and  the  child  .  .  .  the  professor 
and  the  student. 

The  state  has  not  lagged  in  its  support  nor  have 
educators  in  their  effort.  But,  much  remains  to  be 
done,  for  the  needs  and  opportunities  of  society  con- 
tinue to  expand  and  change.  Each  year  the  technology 
is  of  a  new  year ;  communication  systems  become  more 
sophisticated;  different  and  more  specialized  occupa- 
tions and  careers  open ;  older  specialties  no  longer 
prevail.  Life  styles  evolve  as  leisure  time  expands, 
personal  mobility  increases,  and  awareness  of  envi- 
ronment and  culture  grows.  California  educational 
systems  will  accommodate  these  new  challenges  and 
new  uncertainties  through  relevant  instruction  and 
research.  They  will  also  stimulate  rational  and  sensi- 
tive response.  This  budget  reflects  the  view  that  Cali- 
fornia's educational  programs  are  active  instruments 
of  change  important  for  progress  in  the  decade  of 
the  70 's. 

How  can  the  state,  through  its  budget  process,  as- 
sist in  meeting  this  challenge  and  serve  to  maintain 
leadership  in  the  face  of  uncertainty?  Although  the 
1972—73  Governor's  Budget  increases  General  Fund 
support  for  all  of  education  by  $204  million  over  that 


of  1971-72,  these  dollars  alone  are  not  an  answer.  Stu- 
dents learn  nothing  from  a  budget.  But  the  budget 
sets  the  stage  for  teachers  and  students  by  allocating 
the  resources  to  advance  education's  mission.  New  pro- 
grams must  meet  emerging  and  unresolved  problems. 
They  must  also  face  the  test  of  producing  measurable 
results,  for  behind  the  taxpayers'  dollars  is  the  call 
for  accountability. 

The  issues  above  should  be  considered  in  the  context 
of  Table  A,  which,  although  partial,  presents  an  im- 
pressive overview  of  all  public  education  in  California. 
It  shows  that  in  1971  over  417,000  Californians  re- 
ceived certificates,  degrees,  diplomas,  or  other  evidence 
of  successful  completion  of  a  phase  of  an  educational 
program. 

However,  these  statistics  do  not  tell  a  complete  story 
of  California's  educational  prospects  or  accomplish- 
ment. Innovation  and  new  programs  may  drastically 
change  the  numbers  in  the  table.  Increasingly  broader 
publics,  for  example,  are  being  reached  through  such 
programs  as  occupational  education  for  high  school 
students,  and,  in  higher  education  through  extended 
degrees  and  student  "packages"  of  financial  assist- 
ance. 

Table  A  tells  us  something  of  the  immense  size  of 
the  task  in  determining  educational  effectiveness.  Can 
substantially  all  of  the  284,000  high  school  graduates 
who  so  desire  enter  useful  and  rewarding  occupations  ? 
Can  those  3,000  students  who  have  completed  gradu- 
ate school  find  the  highlv  specialized  careers  for  which 
they  have  prepared?  These  are  not  easy  questions  to 
answer,  yet  answers  must  be  found.  Degrees  and  cer- 
tificates are  important,  but  they  are  neither  the  only 
nor  necessarily  the  best  measures  of  effectiveness. 

Perhaps  most  critically — Table  A  raises  the  issue 
of  accountability.  Administrators  and  teachers  are  ac- 
countable to  taxpayers  for  the  quality  of  the  417,000 
certificates,  diplomas,  and  degrees  awarded  in  Cali- 
fornia last  year,  and  for  the  productivity  and  costs 
of  the  educational  processes  generating  those  awards. 
But,  accountability  is  not  a  one-way  street.  The  state 
is  also  accountable  to  students,  parents  and  teachers 
as  well  as  taxpayers  for  the  adequacy  of  resources  to 
maintain  and  enhance  the  quality  of  all  levels  of  edu- 
cation in  California.  The  state,  educators  and  admin- 
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TABLE  A.    PUBLIC  EDUCATION  FOR  CALIFORNIA  TODAY  * 

Annual  Evidence  of  Student  Achievement 


2,997 


► 


Ooctoral  Degrees 


14,165 


Masters  and  First  Stage  Professional  Degrees 


59,193 


56,606 


284,125 


Baccalaureate  Degrees 


CALIFORNIA'S 
TOMORROW 


Associate  of  Arts  Degrees  and  Vocational  Education  Certificates 


High  School  Diplomas 


Pre  School  thru  Twelfth  Grade 

*  Output  data  based  on  actual  1970-71  statistics 

istrators,  therefore,  must  make  every  effort  to  develop 
better  measures  of  accountability. 

These  overlapping  themes,  then,  innovation,  effec- 
tiveness measures  and  educational  accountability  ap- 
pear with  varying  emphasis  in  the  highlights  of  spe- 
cific budget  items. 

ELEMENTARY  AND  SECONDARY  EDUCATION 

California  youngsters  normally  devote  13  years  of 
their  lives  in  kindergarten,  elementary  and  secondary 
classrooms,  listening,  talking  and  learning  through 
teachers  and  classmates.  The  284,000  high  school  grad- 
uates of  1971,  at  the  conclusion  of  that  lengthy  period 
of  exposure,  were  expected  to  have  acquired  skills 
and  understandings  which  will  benefit  society  and 
themselves. 

Redirection  Through  Leadership  and  Innovation 

Nearly  five  million  of  our  children  are  presently  in* 
volved  in  California's  kindergarten  through  twelfth 
grade  programs.  General  Fund  participation  in  financ- 
ing all  K-12  education  programs,  exclusive  of  depart- 
mental support,  is  a  huge  $1,648  million  for  1972-73. 
This  level  of  support  demonstrates  the  taxpayers' 
faith  in  the  process  of  education  and  in  its  importance 
and  contributions  to  society. 

The  Superintendent  of  Public  Instruction  and  the 
State  Board  of  Education  intend  to  strengthen  Cali- 
fornians'  belief  in  their  education  system  by  restruc- 
turing the  activities  of  the  Department  of  Education 
and  statewide  programs.  In  giving  form  and  sub- 
stance to  redirection,  nine  immediate  priorities  can 
bring  greater  vitality  and  relevance  to  the  classroom, 
and  accountability  to  the  administrative  structure. 


Of  paramount  interest  is  the  reorganization  of  the 
Department  of  Education  itself.  Educational  leader- 
ship and  sensitivity  at  the  statewide  level  are  essen- 
tial: California's  1,067  school  districts,  from  the  large 
metropolitan  organizations  serving  thousands  of  stu- 
dents to  the  few  remaining  one-room  schoolhouses, 
are  relatively  independent,  yet  each  is  a  partner  in 
the  drive  for  leadership. 

Other  overall  priorities  include  the  need  to  formu- 
late the  means  for  improving  curriculum   planning 
and  textbook  selection  and  to  increase  student  achieve- 
ment   in   basic    skill    subjects    such    as    reading    and 
mathematics.    Also    receiving    special    emphasis    are : 
Career  education ;  to  insure  that  occupational  de- 
cisions are  made   through  sensible  choice,  not  by 
chance. 

Drug  prevention ;  to  stem  the  influence  of  the  drug 
culture  and  relieve  drug  abuse. 
Early  childhood  education;  to  consider  the  poten- 
tial   for    markedly    increasing    learning    capacity, 
social  development  and  coordination. 
Bilingual-bicultural  education ;  to  provide  a  quality 
education  for  all  Californians,  and  to  cultivate  an 
appreciation  for  the  contributions  of  each  of  the 
many  cultures  flourishing  in  this  state. 
Numerous  other  priorities  including  teacher  evalua- 
tion, urban  and  conservation  education,  testing  pro- 
cedures, and  counseling  services  are  targeted  for  at- 
tention during  1972-73.  Although  these  certainly  do 
not  include  all  of  California's  problems  in  education, 
they  do  represent  the  most  pressing  issues  being  ad- 
dressed by  specially  designated  task  forces. 

1971  legislation  has  aided  innovation  in  numerous 
areas.  Among  those  with  the  most  exciting  potential 
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are  the  increased  attention  given  to  occupational 
preparation  programs,  and  experimentation  with  year- 
round  operations. 

Surely  one  measure  of  educational  success  is  em- 
ployment in  a  skilled  trade.  This  is  a  primary  objec- 
tive  of  occupational  preparation  programs  offered  at 
the  high  school  level.  Recently  enacted  legislation 
increasing  program  scope  and  flexibility  is  one  step 
which  has  been  taken  to  emphasize  the  value  of  occu- 
pational preparation.  Along  with  funding  for  voca- 
tional education  classes  on  Saturday,  the  enacted 
measures  will  broaden  opportunities  for  students  to 
gain  practical  experience  in  modern  industrial  facil- 
ities. From  existing  regular  apportionments  to  public 
schools,  approximately  $152  million  will  be  provided 
by  the  state  for  occupational  preparation  programs  in 
1972-73.  This,  together  with  funds  from  the  Federal 
Vocation  Educational  Act  will  supply  more  than  $200 
million  to  local  educational  agencies  for  occupational 
preparation  programs.  Yet,  even  greater  attention  can 
be  directed  to  vocational  education  and  its  benefits. 

Public  elementary  and  secondary  schools  tradition- 
ally have  offered  a  nine-month  regular  academic  pro- 
gram. Many  districts  also  provide  voluntary  remedial 
or  enrichment  courses  during  the  summer.  The  oppor- 
tunity to  explore  the  possibilities  for  year-round  oper- 
ations is  now  available  to  school  districts  under  1971 
legislation.  Several  districts  are  testing  the  impact  of 
the  year-round  mode  on  facility  use,  students,  and 
families.  Accelerated  student  progress,  reduction  of 
learning  losses  associated  with  extended  vacations,  and 
reduced  costs  of  construction  and  school  site  acquisi- 
tions are  among  the  probable  benefits  being  explored. 

Local  Assistance 

Through  the  superintendent  and  the  Department  of 
Education,  professional  guidance  and  assistance  are 
provided  to  California's  1,067  public  school  districts. 
In  financial  support,  $1,382  million  General  Fund  is 
being  provided  in  school  apportionments  to  elemen- 
tary and  secondary  public  schools  in  1972-73. 

One  of  the  most  significant  developments  in  the 
history  of  the  State  Teachers'  Retirement  System, 
under  the  provisions  of  Chapter  1305,  Statutes  of 
1971,  is  its  conversion  from  a  partially  funded  pro- 
gram to  a  reserve  funded  system  while  at  the  same 
time  providing  considerably  improved  benefits.  Begin- 
ning July  1,  1972,  future  benefits  will  be  funded  in 
full  by  employee-employer  contributions  made  as  the 
service  accrues  on  the  records  of  the  system.  The 
employer  contribution  is  increased  from  3.2  percent 
beginning  July  1,  1972  to  8  percent  on  July  1,  1978. 
The  teacher  will  begin  contributing  8  percent  of  sal- 
ary on  July  1,  1972.  In  30  years  the  retirement  system 
will  be  funded  to  the  extent  that  sufficient  moneys 
will  be  on  deposit  to  pay  benefits  to  those  persons 
then  on  the  retired  roll  and  to  refund  to  the  active 
teachers  their  contributions  with  interest.  Beginning 
in  1972—73,  district  contributions  for  retirement  will 
reflect  the  true  cost  of  providing  the  retirement  bene- 
fits. Approximately  $42  million  in  state  funds  is  being 
provided  in  school  apportionments  in  order  to  enable 
low-wealth  school  districts  to  meet  these  retirement 
costs.  Additionally,  the  General  Fund  will  contribute 
$135  million  per  year  for  the  next  30  years  to  pay 


for  the  unfunded  portion  of  retirement  benefits  in 
force  on  June  30.  1972. 

In  1972-73,  $65  million  additional  school  apportion- 
ment funds  are  being  provided  in  order  to  further  as- 
sist school  districts  having  the  most  serious  and  im- 
mediate needs  in  meeting  the  increased  costs  of 
education.  The  California  State  Supreme  Court  in 
1971  addressed  directly  the  issue  of  equality  of  educa- 
tional opportunity  in  the  California  public  school  sys- 
tem. While  recognized  imbalances  exist,  as  yet  unre- 
solved is  the  method  for  correcting  present  inequalities. 
In  moving  toward  resolution,  the  State  Superintend- 
ent of  Public  Instruction  with  the  assistance  of  this 
administration  is  developing  a  legislative  proposal 
which  will  allow  Californians  to  correct  the  present 
situation. 

California  's  preschool  educational  programs  are  in- 
tended to  satisfy  the  special  educational  needs  of  dis- 
advantaged preschool  children.  A  variety  of  programs 
are  supported  from  both  federal  and  state  resources. 
In  1972-73,  $5.3  million  in  state  funds  provided  for 
the  state  preschool  programs  will  be  matched  with 
$16  million  in  federal  funds.  The  preschool  program 
has  been  increased  by  $4  million  during  the  current 
year  permitting  4.000  additional  children  to  be  served. 
As  a  result,  the  program  reaches  approximately  18,000 
California  voungsters,  a  level  to  be  continued  in 
1972-73. 

The  children's  center  program  is  another  of  the 
special  services  provided  by  citizens  of  California. 
Throusrh  this  effort,  child  care  services  are  made  avail- 
able for  children  of  parents  with  low  incomes  or  who 
are  unemployed  in  order  that  the  parents  may  work 
or  participate  in  job-training  programs.  Of  approxi- 
mately $11.7  million  in  state  General  Fund  proposed 
for  1972-73.  $5.6  million  will  attract  an  additional 
$16.7  million  in  federal  funds. 

Another  program  with  broad  impact  satisfies  stu- 
dent nutritional  needs  throughout  the  state.  In  1972-73 
the  pupil  nutrition  program  is  expected  to  serve  free 
or  reduced-price  meals  to  one  million  children  of  wel- 
fare recipients  and  others  who  are  needy.  The  federal 
government  beginning  in  1971-72  is  increasing  its 
participation  in  this  program  from  30^  a  meal  to  40^. 
As  a  result,  school  districts  participating  in  the  pro- 
gram will  be  able  to  provide  free  or  reduced-price 
meals  to  needy  children  at  less  expense  to  the  districts. 

Teacher  Preparation  and  Licensing 

A  major  factor  in  the  educational  environment 
of  a  child  is  the  schoolteacher.  The  teacher's  train- 
ing and  character  have  a  significant  influence  on  the 
child's  progress  in  the  classroom.  During  the  1971-72 
and  1972-73  fiscal  years,  the  Commission  for  Teacher 
Preparation  and  Licensing  and  the  Department  of 
Education  jointly  will  begin  to  develop  criteria  for 
evaluating  teacher  performance  on  the  basis  of  indi- 
vidual qualifications  rather  than  simply  providing 
credit  for  numbers  of  classes  taken  by  teachers.  This 
effort  is  directed  toward  achieving  increased  responsi- 
bility by  school  districts  and  teachers  in  assuring  stu- 
dent progress. 

The  commission  will  implement  three  examinations 
applicable  to  five  credentials  during  1972-73.  Exami- 
nations selected  are  to  cover  the  multisubjects  creden- 
tial   (including  qualification  for  administration  and 
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pupil  personnel  services  credential),  reading,  and  the 
specialist  credential  in  special  education. 

Commission    funds,   projected  at   $2.1   million  for 
1972-73  are  revenues  obtained  from  credential  fees. 

TABLE   B 

Expenditures  for  Elementary  and  Secondary  Education 

General  Fund 

(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated  Estimated 

Educational  Research                        1970-71  1971-72  1972-73 

Commission   $51  -  — 

Department   of   Education__.           15,092  $16,232  $16,506 

Teacher  licensing 2,809  225  -1 

State  teachers'   retirement--             1,275  1,289  -2 

Totals,  Support, 

Education    $19,227         $17,746         $16,506 

LOCAL  ASSISTANCE 
Apportionments  for  public 

schools    (K-12) $1,288,141    $1,309,659    $1,381,826 

Instructional  television 629                 604                 640 

Compensatory  education 10,911           11,000           10,250 

Public  elementary  school 

reading   instruction 18,000           18,360           19,278 

Mathematics  improvement 

program 922                     -                     - 

Children's  centers   17,016           20,750           21,743 

Grants  to  teachers  of 

physically  handicapped 

minors 138                150                150 

State   school   lunch   program  6,000                     -                     - 

Free  textbooks   18,304           11,724           11,938 

Assistance  to  public 

libraries   970                800                800 

Vocational  education 555                550                550 

Teachers'   retirement 91.000  3            20.000       135.000  4 

Debt  service 50,431           55,310           65,835 

Totals,  Local  Assistance..    $1,503,017    $1,448,907    $1,648,010 

Totals,  State 

Operations  and  Local 

Assistance    $1,522,244    $1,466,653    $1,664,516 

1  Commission  for  Teacher  Preparation  and  Licensing,  formerly 

a  function  within  the  Department  of  Education,  was  estab- 
lished August  1,  1971.  and  is  currently  supported  by  a 
special  fund.  Support  for  this  program  is  estimated  at  $2.3 
million  in  1971-72  and  $2.1  million  in  1972-73. 

2  Chapter  1305,  Statutes  of  1971,  provides  that  the  administra- 

tive support  costs  of  the  Teachers'  Retirement  System  will 
be  funded  from  the  Teachers'  Retirement  Fund  beginning 
in  1972-73. 

3  Current  cash  obligation  only  and  does  not  include  the  annual 

prospective  debt  incurred. 

4  Chapter  1305,  Statutes  of  1971,  begins  to  place  the  Teachers' 

Retirement  System  on  a  reserve  funded  basis. 

POSTSECONDARY  EDUCATION 

What  is  the  function  of  a  college  or  university? 
Can  we  identify  higher  education's  purposes?  De- 
scribe the  worth  of  a  degree,  and  also  fix  its  cost ! 

Questions  and  challenges  such  as  these  today  con- 
cern not  only  student,  academicians,  administrators, 
but  all  persons  interested  in  higher  education.  In  Cali- 
fornia, external  and  internal  forces  press  for  change, 
for  improvement,  and  particularly  for  results.  Efforts, 
now  underway,  strive  to  appraise  and  quantify  edu- 
cation's benefits  and  products.  Creative  instructional 
techniques  are  being  introduced.  Emphasis  is  being 
placed  anew  on  educational  accountability.  This  bud- 
get encourages  each  level  of  higher  education  to  meet 
the  new  challenges  and  uncertainties  in  the  educa- 
tional process. 


Sfudent  Financial  Assistance 

State  government  budgets  public  funds  for  its  in- 
stitutions of  higher  learning,  but  the  most  direct 
recipients  of  the  educational  product  are  the  students. 
Those  who  have  the  desire  and  capacity  to  pursue 
educational  goals  merit  special  efforts  to  afford  them 
access  to  the  benefits  of  higher  education.  Some  who 
desire  to  attend  institutions  of  higher  education  bar- 
riers to  entry,  not  for  lack  of  personal  motivation, 
but  because  they  have  inadequate  financial  means. 
Other  students  who  demonstrate  high  potential  for 
academic  achievement  find  that  educational  disadvan- 
tages in  high  school  careers  limit  their  access  to 
college. 

The  higher  education  student  financial  assistance 
program  will  help  students  with  both  types  of  dis- 
advantages. By  combining  sources  of  funds,  even 
greater  resources  can  be  brought  to  bear  on  the  prob- 
lems of  needy  students. 

The  State  of  California  in  concert  with  the  federal 
government,  and  institutional  sources  will  make  avail- 
able $289  million  in  1972-73  through  numerous  pro- 
grams to  reduce  financial  barriers  facing  students. 
Undeprivileged,  disadvantaged  and  financially  needy 
students  receive  assistance  at  their  campuses  through 
"packages"  of  student  aid.  The  assistance  package 
combines  grants,  loans,  work-study  options  and  other 
aids,  depending  on  individual  student  requirements. 

Table  C  illustrates  in  dollar  terms,  the  commitment 
of  providing  access  to  higher  education  for  those  who 
require  student  financial  assistance: 
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Table  C.    California  Higher  Education 
Student  Financial  Assistance 

(in  millions) 
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1970-71 


ESTIMATED 
1971-72 


PROPOSED 
1972-73 


STATE 

$26.5 

$27.4 

$35.3 

FEDERAL 

168.2 

204.1 

211.8 

INSTITUTIONAL 
SOURCES 

27.6 

38.9 

41.6 

TOTALS 

$222.3 

$270.4 

$288.7 

Scholarships 

Educational  Opportunity 
(Program  and  Grants) 


123  L°ans 

[         ]  Work/ Study 
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One  of  the  primary  instruments  providing  student 
financial  assistance  is  the  State  Scholarship  and  Loan 
Commission  whose  state  funds  will  increase  by  41  per- 
cent in  1972-73  over  the  current  year,  to  $28,225,056. 
In  addition  to  other  forms  of  student  assistance,  this 
organization  has,  since  its  creation  by  law  in  1955, 
granted  more  than  100,000  scholarship  awards,  at  a 
cost  of  $75  million. 

Among  the  activities  administered  by  the  commis- 
sion, one  of  the  most  successful  has  been  the  College 
Opportunity  Grant  (COG)  Program,  through  which 
financially  needy  students  who  do  not  qualify  for 
scholarship  awards  are  aided  to  attend  college.  The 
three-year  test  program  for  the  1,000  annual  recipi- 
ents has  produced  excellent  results,  with  more  than  85 
percent  progressing  to  their  sophomore  year.  Based  on 
this  success  rate,  the  number  of  COG  awards  has  been 
increased  to  2,000  beginning  in  1972—73.  State  support 
will  increase  from  $2.8  million  to  $4.4  million. 

California's  Community  Colleges 

One  of  the  most  rapidly  growing  and  advanced  re- 
gional college  concepts  in  the  nation  is  being  demon- 
strated across  the  length  and  breadth  of  California. 
This  is  the  chain  of  California  Community  Colleges 
presently  made  up  of  93  campuses.  The  system  pro- 
vides access  to  postsecondary  education  for  more 
than  800,000  Californians  annually. 

Opportunity  is  offered  through  the  community  col- 
leges for  vocational  or  technical  training  as  well  as 
for  academic  preparation.  Average  daily  attendance 
since  1966-67  has  risen  dramatically,  83  percent,  to 
the  level  projected  for  1972-73.  State  aid  has  in- 
creased markedly  in  support  of  this  promising  educa- 
tional sector.  Included  in  the  local  school  apportion- 
ments for  1972-73  are  $214.4  million  in  state  general 
funds  for  continued  support  of  the  community  col- 
leges. This  is  an  increase  of  203  percent  over  that 
provided  in  1966-67. 

Expenditures  for  California  Community  Colleges 

General  Fund 

(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated  Estimated 

Board  of  Governors  of  Cali-  1970-71  1971-72  1972-73 

fornia  Community  Colleges  $990  $960  $999 


LOCAL  ASSISTANCE 

Apportionments  for  public 
schools     ( community    col- 
leges)           $162,752      $187,526      $214,368 

Assistance  to  new  community 

college  districts -  1,300  - 

Community  colleges  extended 

opportunity  program 4,350  3,350  3,350 


Subtotals,  Local  Assistance       $167,102       $192,176       $217,718 


Totals,  State  Operations 
and  Local  Assistance 


092      $193,136      $218,717 


California  State  Colleges  and  University  of  California 

The  California  State  Colleges  make  up  a  system 
which  began  with  the  state's  first  normal  school  in 
1857.  The  system  with  19  campuses  and  more  than 
260,000  graduate  and  undergraduate  students,  will 
soon  be  designated  "California  State  University  and 
Colleges"  in  recognition  of  their  educational  accom- 
plishments. 


In  1972-73  the  California  State  Colleges  will  receive 
approximately  $350.2  million  in  state  general  funds, 
an  increase  of  $31.5  million  over  the  current  year.  In 
the  instruction  program,  this  support  maintains  fac- 
ulty workload  at  the  level  estimated  for  1971-72.  This 
means  that  each  faculty  member  on  a  systemwide 
average  will  be  expected  to  generate  11.9  weighted 
teaching  units  (WTTJ)  in  the  classroom.  Weighted 
teaching  units  roughly  approximate  contact  hours 
expended  by  faculty  meeting  with  students  in  an  in- 
structional setting.  The  11.9  WTU  is  an  estimate  of 
1971-72  effort  and  an  increase  of  more  than  one  WTU 
per  faculty  over  the  latest  period  for  which  actual 
data  are  available,  fall  1970. 

The  budget  proposal  represents  another  step 
toward  restoring  the  state  college  budgeting  norm  of 
12  WTU.  To  accommodate  an  increased  enrollment  of 
11,680  full-time  students  over  the  number  budgeted 
for  1971-72,  637  additional  faculty  positions  are  pro- 
posed. This  will  continue  the  current  ratio  of  18.25 
full-time  equivalent  students  for  each  faculty  member. 

The  University  of  California,  in  its  second  century 
of  education  and  research,  maintains  nine  campuses 
and  offers  academic  degrees  through  the  doctoral  level. 
State  general  funds  proposed  for  the  university  total 
$355.8  million  for  1972-73,  an  increase  of  $18.7  mil- 
lion over  the  current  year.  In  the  instruction  program, 
this  budget  would  maintain  faculty  workload  at  the 
current  level.  Therefore,  the  budget  proposes  that  each 
regular  faculty  member,  on  a  systemwide  average, 
spend  6.4  contact  hours  each  week,  meeting  with  stu- 
dents in  lecture  and  laboratory  settings.  This  is  an 
increase  of  one-half  hour  per  regular  faculty  over  the 
actual  effort  of  regular  faculty  recorded  in  fall  1970. 

This  budgetary  action  continues  the  trend  toward 
increasing  classroom  contact  of  faculty  with  students 
in  moving  toward  a  norm  of  nine  weekly  classroom 
contact  hours  expected  of  university  faculty.  Of  the 
variety  of  assignments  which  make  up  the  faculty 
workweek  in  the  university,  one  of  the  few  activities 
which  can  be  reliably  quantified  is  the  faculty  in- 
structional work  effort  in  laboratory  and  lecture. 
Under  this  budget  proposal  the  university  has  the 
opportunity  to  complete  its  intended  establishment  of 
a  universitywide  comprehensive  faculty  workload 
policy. 

The  eight  general  campuses  expect  an  increase  of 
4,254  full-time  students  over  the  actual  enrollment  of 
the  current  fiscal  year.  Twenty-nine  faculty  positions 
are  added  in  this  budget  to  those  faculty  budgeted  for 
1971-72  in  expectation  of  increased  enrollments  which 
did  not  materialize.  This  budget  will  maintain  the 
present  student-faculty  ratio  of  17.4  full-time  students 
for  each  faculty  member.  The  health  sciences  will  add 
779  FTE  students  together  with  130  positions  in 
1972-73,  an  increase  of  10  percent  over  the  8,436  stu- 
dents estimated  for  1971-72. 

Salary  Increase  Proposal 

This  budget  contains  funds  which  equate  to  a  1\ 
percent  increase  for  faculty,  instructional  and  related 
classes  and  5  percent  for  other  employees  in  the  State 
Colleges  and  at  the  University.  The  funds  total  $42.6 
million. 
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Expenditures  for  Higher  Education  l 
General  Fund 

(In  Thousands) 

STATE  OPERATIONS 

Actual  Estimated 

1970-71  1971-72 

$357  $453 

337,079  337,091 

1,239  1,252 

305,132  318,693 

791  791 


Coordinating  Council  for 

Higher  Education 

University   of   California 

Hastings  College  of  Law 

California   State  Colleges 

California  Maritime  Academy 
State  Scholarship  and  Loan 

Commission 

Western  Interstate  Commis- 
sion for  Higher  Education 


16,099 
15 


20,000 
15 


Estimated 
1972-73 

$475 
355,800  2 

1,534 
350,167  2 
891 

28,225 

15 


Totals,  Support,  Higher 

Education    $660,712       $678,295       $737,107 

1  Excludes    state   operations    and    local    assistance    expenditures 

for  California  Community  Colleges. 

2  Funds  equating  to  a   7 J-  percent   increase  for  faculty,  instruc- 

tional and  related  classes  and  5  percent  for  other  employees 
at  the  University  and  the  State  Colleges  are  not  included 
in   these  items.    Such  funds   total  $42,574,000  for  1972-73. 


Instructional  Innovation 

Both  the  University  of  California  and  the  California 
State  Colleges  have  initiated  a  variety  of  creative  ef- 
forts to  reach  publics  not  now  served.  Several  alter- 
native paths  toward  educational  progress  have  been 
established.  Primary  emphasis  is  on  external  degree 
programs  attuned  to  the  particular  needs  of  those 
who  can  only  attend  a  college  or  university  on  a 
part-time  basis. 

In  the  University  of  California  the  effort  is  known 
as  the  "Extended  University."  One  facet  of  the  Cali- 
fornia State  College  program  is  called  the  "Week-End 
College"  and  its  emphasis  is  on  individual  self- 
renewal. 

Funds  have  been  set  aside  specifically  for  innova- 
tion in  the  state  colleges,  and  will  be  used  for  various 
purposes.  Among  the  specific  goals  is  the  intent  to 
further  personalize  the  educational  process.  Techno- 
logical innovations  are  being  employed  to  satisfy  very 
diverse  individual  student  needs.  Improved  use  of  the 
media,  such  as  computer  assisted  instruction,  pro- 
grammed instruction,  shared  video  tapes,  and  audio- 
visual instructional  aids  will  support  the  instructional 
program. 

New  efforts  in  relation  to  graduate  education  will  be 
undertaken  by  the  State  Scholarship  and  Loan  Com- 
mission, in  the  form  of  the  graduate  fellowship  pro- 
gram. In  addition  to  the  academic  and  financial 
criteria  for  awarding  fellowships,  critical  manpower 
needs  in  the  various  fields  of  study  will  also  be  as- 
sessed. The  previous  fellowship  program  for  teacher 
preparation  has  been  discontinued  because  of  the 
present  surplus  of  teachers  throughout  California. 
Emphasis  in  the  new  $1  million  program  will  assist 
in  matching  the  supply  of  graduate  scholars  with 
demands  of  the  marketplace. 

Another  approach  to  meeting  manpower  require- 
ments is  a  new  medical  contracting  program  which 
will  begin  in  1972-73  at  an  initial  cost  of  $660,000. 

The  State  Scholarship  and  Loan  Commission  will 
administer  this  effort  aimed  at  expanding  enrollments 
by  contracting  with  independent  California  medical 
schools.  While  an  estimated  55  additional  students 
will  enroll  in  1972-73,  more  than  350  additional  doc- 


tors will  subsequently  be   supplied  on  a  continuing 
basis  through  this  program. 

Educational  Results 

The  introduction  of  creative  methods  alone  does  not 
answer  the  question  of  educational  effectiveness.  The 
state  colleges  and  the  university  are  taking  an  active 
interest  in  the  goals,  accomplishments,  and  related 
costs  ol  individual  academic  programs.  They  are  seek- 
ing indexes  to  identify  the  quality  and  quantity  of 
the  benefits  of  higher  education,  some  measure  of  the 
"value  added"  to  an  individual  completing  the  col- 
lege or  university  experience.  Especially  difficult  is  the 
measuring  of  education's  influence  on  an  individual's 
capacity  for  critical  thinking,  reasoning,  and  crea- 
tivity. The  measure  of  earning  power  or  occupational 
skill  and  competence  is  more  readily  quantified  but 
such  data  have  not  in  the  past  been  given  the  atten- 
tion deserved. 

In  looking  to  the  future,  much  interest  also  re- 
volves around  the  planned  efforts  of  two  select  groups 
reviewing  the  state's  Master  Plan  for  Higher  Educa- 
tion. The  Legislative  Joint  Committee  on  the  Master 
Plan  for  Higher  Education  and  the  Select  Committee 
on  the  Master  Plan  for  Higher  Education,  appointed 
by  the  Coordinating  Council  for  Higher  Education 
are  reviewing  the  educational  and  structural  premises 
underlying  the  existing  higher  educational  system  in 
California. 

Educational  Accountability 

It  continues  to  be  the  state's  responsibility  to  all 
Californians  to  certify  that  educational  resources  are 
effectively  utilized.  With  this  in  mind,  greater  empha- 
sis has  been  placed — both  in  the  budget  process  and 
within  the  segments  of  higher  education — on  mana- 
gerial accountability. 

Internal  management  is  being  strengthened  in  nu- 
merous ways.  In  the  California  State  Colleges,  this  is 
being  accomplished  through  strengthening  of  the  first- 
line  supervisor,  the  department  chairman.  The  need 
for  expertise  in  the  management  of  higher  education 
is  also  being  emphasized. 

Technology  assists  the  systems'  decisionmaking 
processes  through  utilization  of  forecasting  and  cost 
efficency  models.  These  models  have  been  constructed 
internally  and  by  the  National  Center  for  Higher 
Education  Management  Systems  (NCHEMS)  which 
is  developing  products  to  assist  institutional  manage- 
ment and  to  permit  more  comparable  evaluations  of 
higher  education  inputs  and  outputs. 

In  this  same  vein,  both  systems  have  taken  new 
initiatives  in  reviewing  faculty  workload,  program 
productivity,  and  program  cost.  One  useful  manage- 
ment gauge  is  the  identification  of  unit  costs.  Legis- 
lation enacted  in  1971  contemplates  annual  reporting 
of  the  full  cost  of  instructing  students  in  each  of 
California's  three  systems  of  public  higher  education. 
This  budget  displays  in  Table  D  one  measure,  cost  per 
student  credit  hour,  arrayed  by  academic  discipline. 
Direct  comparisons  are  difficult  because  of  the  differ- 
ing missions  of  the  segments,  differing  definitions  and 
present  inability  to  measure  the  effectiveness  of  the 
educational  effort.  Nevertheless,  these  statistics  clearly 
suggest  areas  for  further  inquiry. 
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Table  D.    Unit  Costs  of  Instruction  in  California  Public  Higher  Education 

Fall  1970 


Univ.  of  Calif. 
Calif.  State  Colleges 


'  Reflects  total  direct  costs  of  Instruction  Program,  including  clerical  and  technical  support  and  operating  expenses. 
Excludes  cost  of  capital  construction.  Actual  fall  quarter  costs  have  been  reported  for  the  University  of  California; 
semester  costs  have  been  converted  into  "quarter"  equivalents  for  the  California  State  Colleges. 


Accountability  should  also  be  considered  in  the  con- 
text of  service  to  the  students.  Students  deserve 
management's  attention  and  assistance  in  seeking 
their  educational  objectives.  Both  public  systems  are 
accelerating  efforts  to  eliminate  artificial  barriers  by 
permitting  challenge  examinations  for  example,  or 
comprehensive  evaluations  in  lieu  of  overlapping 
course  requirements.  Student  commitment  to  educa- 
tion is  also  being  more  closely  structured  by  requir- 
ing more  specific  definition  of  student  desires,  and  by 
reducing  excess  accumulation  of  credits.  In  addition, 
methods  are  being  developed  to  streamline  the  stu- 
dent selection  process,  reduce  the  dropout  rate,  and 
to  assist  transfer  and  new  students  to  adapt  to  the 
college  and  university  environment. 

Capital  Outlay 

This  budget  anticipates  the  passage  of  two  new 
bond  issue  proposals  slated  for  consideration  by  the 
electorate  in  November  1972.  One  measure  includes 
funding  for  health  science  facilities  at  University  of 
California  campuses.  The  other  bond  issue,  at  $165 
million,  will  support  community  college  construction 
over  a  period  of  the  next  three  or  four  years. 

The  1972-73  capital  outlay  program  for  the  Uni- 
versity of  California  totals  $113,300,000.  Of  this 
amount,  $34,197,000  is  proposed  from  the  Educational 
Fee  Fund.  Approximately  $9  million  of  this  fund  is 
for  two  projects,  proposed  as  possibilities  for  securing 
federal  interest  subsidy  loans.  This  unique  financing 
venture  provides  low-rate  interest  loans  which  would 


be  repaid  from  the  Education  Fee  Fund  over  a  period 
of  several  years.  The  Capital  Outlay  Fund  for  Public 
Higher  Education  will  provide  $4.5  million.  Of  this 
$1.5  million  is  for  remedying  present  facility  deficien- 
cies in  the  Langley  Porter  Neuropsychiatry  Institute 
to  be  transferred  organizationally  to  the  univer- 
sity, and  the  balance  for  minor  projects.  Approxi- 
mately $17,211,000  is  proposed  for  health  science 
projects  to  be  funded  from  the  proceeds  of  bond  sales 
pending  approval  of  the  health  sciences  bond  issue. 

Capital  outlay  expenditures  of  $73,604,942  are  pro- 
posed for  the  state  colleges  in  1972-73.  Of  this 
amount,  $34,557,000  would  be  obtained  from  the  Capi- 
tal Outlay  Fund  for  Public  Higher  Education. 

Included  also  in  the  1972-73  budget  is  a  commu- 
nity college  capital  outlay  program  total  of  $78,691,- 
289,  involving  43  districts.  Of  this  amount,  a  state 
appropriation  of  $45,164,875  would  be  provided  from 
the  Community  College  Construction  Bond  Act  Fund 
to  be  considered  by  the  electorate  in  November  1972. 
An  additional  $33,526,414  is  to  be  provided  from  local 
sources. 

Another  potential  source  of  funds  may  be  made 
available  for  capital  outlay  in  the  current  and  budget 
years  as  a  result  of  the  revenue  measure  passed  during 
the  First  Extraordinary  Session  of  the  1971  Legis- 
lature. Because  of  the  late  passage  of  this  bill,  the 
1972—73  capital  outlay  budget  cannot  include  its 
effects.  As  appropriate,  a  detailed  schedule  of  projects 
reflecting  the  proposed  use  of  any  additional  capital 
outlay  funds  will  be  submitted  to  the  Legislature. 
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Capital  outlay  construction  is  divided  into  six  basic 
programs.  The  most  encompassing  is  the  State  Build- 
ing Program  which  includes  projected  capital  outlay 
requirements  for  publicly  supported  higher  education, 
mental  hygiene,  corrections,  and  for  office  space.  It 
also  provides  for  meeting  the  requirements  of  several 
agencies,  including  the  Department  of  Conservation, 
Military  Department,  and  the  Department  of  Gen- 
eral Services. 

The  State  Highway  Program  is  a  quasi-legislative 
program  designed  to  provide  a  safe,  efficient,  service- 
able, and  environmentally  compatible  system  of  state 
highways  which  will  connect  all  major  population 
centers  and  will  provide  for  continuity  of  travel 
throughout  the  state  and  connect  with  major  high- 
ways in  adjacent  states. 

The  District  Fair  Construction  Program  provides 
the  funding  for  construction  of  facilities  for  district 
agricultural  associations.  The  details  of  these  projects 
will  be  found  in  a  supplemental  budget  volume  con- 
taining the  budgets  of  the  individual  fairs. 

The  Wildlife  Conservation  Program,  as  adminis- 
tered by  the  Department  of  Fish  and  Game  and  the 
Wildlife  Conservation  Board,  provides  for  the  pro- 
tection, propagation,  and  management  of  the  state's 
fish  and  wildlife  resources. 

The  Parks  and  Recreation  Acquisition  and  Devel- 
opment Program  consists  of  the  continuing  develop- 
ment of  facilities  to  meet  California's  recreational 
needs.  The  1972-73  budget  of  this  program  includes 
funds  from  the  State  Beach,  Park,  Recreational  and 
Historical  Facilities  Bond  Act  of  1964  and  from  the 
new  Recreation  and  Fish  and  Wildlife  Enhancement 
Bond  Act,  approved  by  the  voters  in  last  November's 
election. 

The  California  Water  Facilities  Program  reflects 
the  funding  of  the  State  Water  Project  as  it  enters  its 
11th  year.  The  work  under  contract  or  completed  on 
this  project  represents  over  99  percent  of  the  total 
project. 

The  sources  from  which  the  capital  outlay  budget 
is  funded  are  described  below: 

1.  Current  revenues  and  any  accumulated  balances 
in  governmental  cost  funds.  These  are  moneys 
collected  in  the  form  of  taxes,  license  and  permit 
fees,  interest  on  investments,  and  similar  items 
of  income. 


2.  The  proceeds  from  the  sale  of  general  obligation 
bonds  which  bonds  are  secured  by  the  "full  faith 
and  credit"  of  the  state.  Outstanding  bonds  of 
this  kind  are  (a)  State  Construction  Program 
bonds,  and  (b)  State  Beach,  Park,  Recreational, 
and  Historical  Facilities  bonds.  The  repayment 
of  principal  and  interest  on  such  indebtedness 
constitutes  a  preferred  claim  on  the  financial  re- 
sources of  the  state.  Within  this  classification 
falls  a  special  category  referred  to  as  "self- 
liquidating"  bonds.  Bonds  in  this  category  are 
the  California  Water  Resources  development 
bonds.  In  the  case  of  this  special  grouping,  such 
bonds  although  legally  possessed  by  the  charac- 
teristics of  general  obligation  bonds  are  serviced 
from  the  revenues  produced  by  the  ventures  or 
projects  financed  in  this  manner. 

3.  Revenue  bonds  are  those  that  are  secured  solely 
by  the  income  derived  from  the  use  or  operation 
of  the  facilities  funded  by  this  method. 

4.  Trust  certificates  represent  a  form  of  capital 
financing  which  makes  use  of  the  large  balances 
accumulated  in  trust  accounts  or  funds  of  the 
state.  Because  such  funds  are  dedicated  to  meet 
future  obligations,  sound  fiscal  management  dic- 
tates the  investment  of  the  currently  unneeded 
cash  in  these  accounts  and  funds.  One  way  of  in- 
vesting these  moneys  is  by  the  purchase  of  trust 
certificates  issued  by  the  state  for  the  construc- 
tion of  general  purpose  office  buildings. 

5.  Nonstate  funds  such  as  federal  and  private 
grants,  endowments,  and  certain  other  funds  as 
payments  of  overhead  charges  on  research  proj- 
ects conducted  by  the  University  represent  yet 
another  source  of  capital  financing. 

To  provide  a  complete  and  comprehensive  picture 
of  the  state's  capital  outlay  program  all  proposed 
projects  are  included  in  the  capital  budget  regardless 
of  the  source  of  financing. 

Following  the  generally  accepted  principles  of  gov- 
ernmental accounting,  however,  only  expenditures 
from  governmental  cost  funds  are  included  in  the 
budget  totals.  Expenditures  from  bond  proceeds  and 
other  forms  of  borrowing  are  excluded — such  expendi- 
tures are  reported  as  expenditures  of  the  fiscal  years 
in  which  the  payments  on  principal  and  interest  are 
made. 
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Revenue  SttiMtatet 


State  revenues  for  the  1972-73  fiscal  year  are  esti- 
mated at  $7,366,043,313,  approximately  $572  million 
above  the  amount  anticipated  during  1971-72.  Of  the 
above,  $5,777,196,763  is  for  the  General  Fund  and 
$1,588,846,550  accrues  to  the  various  special  funds. 

Tax  yields  generally  follow  changes  in  economic 
activity.  The  revenue  estimates  for  1972-73  reflect  a 
vigorous  economic  recovery  accompanied  by  higher 
corporate  profits,  strong  gains  in  consumer  spending, 
and  a  substantial  increase  in  personal  income  of  Cali- 
fornians. 

Revenue  for  the  General  Fund  in  1972-73  is  esti- 
mated at  $5,777,197,000  *  or  $468  million  more  than 
the  current  year.  The  unusually  large  increase  in 
receipts  for  the  current  and  budget  years  is  largely 
due  to  tax  legislation  passed  during  the  Extraordi- 
nary Session  of  1971.  The  provisions  of  that  legisla- 
tion and  the  resultant  revenue  changes  are  discussed 
in  the  following  section. 

Estimated  receipts  for  the  special  funds  for  1972-73 
total  $1,588,847,000  or  $103  million  more  than  the 
current  fiscal  year.  The  large  gain  in  the  budget  year 
is  accounted  for  by  an  increase  in  the  state 's  share  of 
tideland  oil  revenues  as  a  result  of  final  repayment 
of  development  costs,  and  a  shift  of  $25  million  from 
the  Central  Valley  Water  Project  Construction  Fund 
to  the  California  Water  Fund. 

Receipts  for  the  General  Fund  and  special  funds 
for  the  past,  current  and  budget  years  are  shown 
in  Table  1. 

TABLE  1 


State  Revenue  Collections 

(In 

millions 

) 

Percent 

Actual 

Estimated 

Estimated 

of  total 

Taxes,  fees,  etc 

1970-71 

1971-72 

1972-73 

1972-73 

General  Fund: 

Sales    and   use    

$1,808.0 

$1,973.0 

$2,110.0 

28.6 

Personal    Income    

1.264.4 

1,747.0 

1,880.0 

25.5 

Bank   and    corporation 

532.1 

673.0 

770.0 

10.5 

Inheritance  and  gift 

185.7 

211.0 

291.1 

4.0 

Insurance 

158.4 

171.0 

187.0 

2.5 

2.4 

Cigarette    

168.1 

171.6 

173.8 

Alcoholic    beverage    

113.6 

119.5 

126.0 

1.7 

Horse  racing 

55.8 

59.2 

62.8 

0.9 

Private   car 

4.1 

4.8 

5.3 

0.1 
2.3 

Other    sources 

192.8 

178.8 

171.2 

Totals,    General    Fund    

$4,483.1 

$5,308.9 

$5,777.2 

78.4 

Special  Funds: 

Motor  Vehicle: 

Fuels    _. 

(674.6 
275.7 

$704.4 
287.6 

$731.4 
298.6 

9.9 
4.1 

Registration,  weight,  etc. 

License    fee 

237.5 

256.6 

270.8 

3.7 

Transportation 

25.5 

27.3 

29.4 

0.4 
1.0 

Cigarette    

71.7 

73.5 

74.5 

Alcoholic    beverage    

13.6 

12.8 

13.0 

0.2 

Horse   racing 

8.8 

8.3 

8.9 

0.1 

Other  sources  t 

126.6 

115.0 

162.3 

2.2 

Totals,  Special  Funds 

$1,433.9 

$1,485.4 

$1,588.8 

21.6 

TOTALS 

$5,917.0 

$6,794.3 

$7,366.0 

1Q0.0 

t  Includes  personalized  license  plates. 

1971  TAX  LEGISLATION 

General  Fund  expenditures  during  fiscal  year  1970- 
71  exceeded  cash  revenues  by  $315  million,  thereby 
exhausting  the   beginning  surplus  and  forcing  the 

*  This  and  subsequent  dollar  amounts  have  been  rounded.  Totals, 
berg. 


state  to  start  the  1971-72  fiscal  year  with  a  cash  defiT 
cit  of  over  $170  million.  In  order  to  cover  this  deficit 
and  avoid  resorting  to  registered  warrants.  Governor 
Reagan  called  the  Legislature  into  extraordinary  ses- 
sion. This  action  resulted  in  the  enactment  of  a  tax 
program  which  will  increase  revenues  by  $427  million 
in  1971-72  and  by  $504  million  in  the  budget  year. 

Most  of  the  additional  revenue  from  this  tax  pro- 
gram will  result  from  the  adoption  of  a  withholding 
system  to  collect  the  state  personal  income  tax.  The 
acceleration  of  income  tax  receipts  in  the  first  year 
(windfall),  which  results  from  the  implementation  of 
a  withholding  system,  will  be  partially  refunded  in 
the  form  of  a  20-percent  reduction  of  the  tax  on  1971 
income.  This  forgiveness  will  reduce  1971-72  receipts 
by  approximately  $235  million.  In  addition.  $150  mil- 
lion of  the  windfall  is  reserved  for  capital  outlay, 
primarily  for  education. 

Other  changes  in  the  Personal  Income  Tax  Law 
are: 

(1)  a  revised  method  of  taxing  capital  gains  in- 
come, 

(2)  an  increase  in  the  maximum  tax  rate  from 
10  percent  to  11  percent,  effective  with  1973 
income  year, 

(3)  conformity  of  state  law  to  virtually  all  the 
provisions  of  the  1969  Federal  Tax  Reform 
Act, 

(4)  the  imposition  of  a  2^-percent  tax  on  pref- 
erential income  over  $30,000.  Preferential  in- 
come is  the  tax-exempt  portion  of  income 
derived  from  capital  gains,  accelerated  de- 
preciation in  excess  of  straightline  deprecia- 
tion, excess  depletion  allowances  and  excess 
investment  interest. 

The  bank  and  corporation  tax  rate  was  raised  from 
7  to  7.6  percent  beginning  with  income  earned  in 
1972. 

Other  changes  in  the  Bank  and  Corporation  Tax 
Law: 

(1)  required  corporations  to  make  quarterly  pre- 
payments, 

(2)  increased  the  minimum  tax  from  $100  to 
$200, 

(3)  imposed  a  2^-percent  tax  on  preferential  in- 
come over  $30,000, 

(4)  conformed  state  law  to  the  1969  Federal  Tax 
Reform  Act. 

The  payment  date  of  the  inheritance  tax  was 
changed  in  conformity  with  federal  law.  Tax  pay- 
ments formerly  due  24  months  after  death  are  now 
due  9  months  after  death.  The  5-percent  discount 
for  payment  within  six  months,  allowed  under  the 
old  law,  was  eliminated. 

The  gift  tax  payment  dates  also  were  changed  to 
conform  with  federal  law.  The  tax  is  now  due  quar- 
terly rather  than  annually. 

The  sales  tax  was  changed  to  exempt  candy  and 

nonmedicated   chewing    gum   from   taxation   and  to 

differences,  and  percentages  have  been  computed  from  whole  num- 


impose  the  tax  on  take-out  hot  foods.  In  addition,  the 
sales  tax  prepayment  dates  for  large  retailers  were 
advanced  by  five  days,  to  the  20th  rather  than  the 
25th  of  the  second  and  third  months  of  each  quarterly 
period. 

Changes  in  revenue  attributable  to  the  above  legis- 
lation are  shown  below. 

TABLE  2 

Estimated  Revenue  Effect  of  Tax  Legislation 
(In  millions) 

1971-72  1972-73 

Personal  income  tax $371  $324 

Bank  and  corporation  tax 53  100 

Inheritance  tax -A  65 

Gift  tax 4  2 

Sales   tax  3  13 

TOTALS $427  $504 

In  addition  to  providing  revenues  to  balance  the 
current  and  budget  year  deficit,  the  1971  tax  program 
provided  increases  in  local  property  tax  relief  pro- 
grams. 

Personal  Property  Tax  Relief 

The  largest  program  augmentation  was  to  continue 
the  currently  authorized  30  percent  exemption  of  the 
business  inventory  tax.  In  addition  to  providing  con- 
tinuation of  the  current  percentage  level,  the  legisla- 
tion guaranteed  full  reimbursement  to  counties  for 
the  actual  tax  loss  starting  in  the  current  year. 

Senior  Citizens  Property  Tax  Relief 

Senior  citizens  with  fixed  incomes  have  felt  the  ef- 
fects of  rapidly  accelerating  local  property  taxes. 
The  tax  program  increased  the  income  limitation  for 
eligibility  from  $3,500  to  $10,000  and  raised  the  per- 
centage of  tax  relief  to  apply  to  the  first  $7,500  of 
assessed  value  rather  than  the  first  $5,000  of  assessed 
value.  In  addition,  the  eligibility  age  was  reduced 
from  65  to  62  years. 

Open  Space 

The  Williamson  Land  Conservation  Act  was  passed 
by  the  Legislature  in  1965  to  preserve  agriculture 
and  other  open-space  land.  Under  the  act,  local  gov- 
ernment and  landowners  enter  into  agreements  to 
commit  the  land  to  open  space  which  is  then  valued 
and  taxed  at  a  lesser  amount. 

In  those  counties  where  open-space  agreements 
have  been  reached,  the  remaining  property  taxpayers 
have  been  carrying  the  burden  of  conservation.  The 
1971  program  provided  a  plan  to  reimburse  local  gov- 
ernment for  a  portion  of  the  tax  loss  under  the  Wil- 
liamson Act. 

Administrative  Costs 

The  tax  program  increased  administrative  costs  to 
various  state  departments.  This  included  amounts  for 
adoption  of  withholding,  federal  conformity  changes, 
and  to  provide  administration  of  the  open-space  pro- 
gram. 

Due  to  the  lateness  of  passage  of  the  tax  legislation, 
the  various  budgets  which  are  affected  have  not  been 
adjusted  for  either  administrative  or  program  ex- 
penditures. A  complete  presentation  will  be  made  to 
the  fiscal  committees  during  the  1972  session  covering 
all  changes.  The  following  table  estimates  both  pro- 


gram  and   administrative   expenditures   provided  by 
the  tax  legislation. 

TABLE  3 

Estimated  Administrative  and  Program  Expenditures 

1971  Tax  Legislation 

(Ch.  1,  1971     1st  E.S.) 

(In  millions) 

Property  Tax  Eelief :                             1971"72  1972"73 

Business  inventory  tax $21.0  $90.0 

Open    space   -  13.0 

Senior  citizens -  46.0 

Administrative  costs 6.4  11.5 

TOTALS $27.4*  $160.5* 

*  Actual  expenditures  will  be  reduced  by  approximately  $10.4 
million  in  1971-72  and  $10.5  million  in  1972-73  because 
of  reduced  interest  cost  resulting  from  withholding  of  per- 
sonal income  tax. 


NATIONAL  ECONOMIC  OUTLOOK 

The  1972  economic  outlook  used  in  developing  the 
1972-73  budget  revenue  forecasts  is  based  oh  two  ma- 
jor assumptions: 

1.  Phase  II  of  the  President's  New  Economic  Pol- 
icy will  be  effective  in  restraining  average  wage  gains 
to  6  percent  and  price  increases  to  3.5  percent.  Con- 
trols will  become  less  effective  during  the  second  half 
of  1972,  and  will  be  eliminated  during  the  first  half 
of  1973. 

2.  The  Federal  Reserve  will  design  monetary  policy 
with  the  intent  of  accommodating  economic  expansion, 
and  will  permit  a  7  to  9  percent  growth  in  the  money 
supply. 

Gross  national  product  is  forecast  at  $1,146  billion 
for  1972,  a  gain  of  8.9  percent  from  the  estimated 
1971  level.  Price  increases  are  expected  to  account  for 
3.7  percent  of  the  gain  with  real  output  up  4.9  per- 
cent. Personal  consumption  expenditures  are  projected 
at  $723.5  billion,  up  8.7  percent.  Particularly  strong 
increases  are  expected  in  the  service  component 
(9.5%),  as  spending  picks  up  from  the  unusually  low 
growth  rate  of  1971.  The  gain  in  durable  goods  will 
be  due  in  large  part  to  higher  spending  for  home  fur- 
nishings and  appliances,  reflecting  the  sharp  increase 
in  residential  building  during  the  past  year.  Consump- 
tion of  nondurable  goods  is  expected  to  be  up  by 
nearly  8  percent. 

Substantial  advances  are  also  anticipated  for  the 
investment  sector.  It  is  estimated  that  1.9  million  pri- 
vate housing  units  will  be  started  next  year,  down 
from  2  million  units  started  in  1971.  Cost  increases, 
however,  will  insure  a  further  gain  in  the  value  of 
residential  investment,  forecast  up  13.4  percent. 
Spending  for  producers'  durable  equipment  will  be 
buoyed  by  the  7  percent  tax  credit.  Gains  in  this  cate- 
gory will  be  held  in  check,  however,  until  the  level  of 
the  excess  capacity  in  manufacturing  is  reduced.  In- 
vestment in  nonresidential  structures  will  also  show 
sharp  improvement  from  1971.  Business  inventories, 
which  have  been  relatively  low  during  most  of  the 
past  year,  will  rise  as  stocks  are  rebuilt  in  anticipa- 
tion of  substantial  increases  in  consumer  spending. 
For  the  year,  the  inventory  change  is  estimated  at 
$6.6  billion. 
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It  is  expected  that  recent  restraints  on  federal 
spending  will  be  eased  during  the  coming  year.  Pur- 
chases for  national  defense  have  been  forecast  at  $74 
billion,  a  gain  of  2.8  percent  from  the  1971  level. 
Defense  purchases  will,  however,  remain  below  the 
amount  for  1968,  1969,  and  1970.  Nondefense  spend- 
ing is  expected  to  be  up  11.6  percent  to  $28  billion, 
reflecting  the  federal  pay  increase,  offset  in  part  by 
gradual  reduction  in  federal  civilian  employment. 
State  and  local  expenditures  will  increase  at  recent 
rates. 

The  civilian  labor  force  will  rise  by  1.8  percent  in 
1972  to  an  average  85,580,000.  Employment  will  be 
up  by  2.2  percent  to  80,860,000.  Unemployment  is 
therefore  expected  to  decline  to  4,720,000,  equal  to 

5.5  percent  of  the  labor  force.  This  is  down  substan- 
tially from  the  5.9  percent  average  unemployment 
rate  for  1971.  Unemployment  is  expected  to  move 
gradually  lower  during  the  year  with  the  unemploy- 
ment rate  by  year  end  down  to  5.1  percent. 

Higher  employment,  an  increase  in  hours  worked, 
and  average  wage  gains  of  about  6  percent  will  ac- 
count for  the  rise  in  personal  income  to  $928  billion 
in  1972,  a  gain  of  8.1  percent.  Wages  and  salaries  will 
be  up  8.7  percent  to  $625.7  billion,  with  other  labor 
income  (including  fringe  benefits)  rising  12.2  percent 
to  $37.8  billion.  Higher  Social  Security  benefits  will 
increase  transfer  payments.  Gains  in  property  income 
are  expected  to  be  restrained  by  rulings  of  the  na- 
tional price  board.  Offsetting  some  of  the  strength  in 
wages  and  salaries  will  be  the  sharp  increase  in  con- 
tributions for  social  insurance,  reflecting  the  higher 
contribution  for  Social  Security  in  effect  as  of  Janu- 
ary 1,  1972. 

With  personal  taxes  rising  6.5  percent  to  $123.1 
billion  next  year,  disposable  income  will  amount  to 
$804.9  billion.  Savings  are  expected  to  rise  moderately 
to  $61.5  billion.  This  will  represent  a  savings  rate  of 

7.6  percent,  down  moderately  from  the  1971  average 
of  7.8  percent. 

Corporate  profits  will  rise  sharply,  reflecting  the 
general  economic  improvement.  It  is  likely  that  the 
improved  sales  outlook  will  permit  operations  at  more 
efficient  levels,  which  will  help  to  hold  unit  cost  in- 
creases in  cheek  during  the  coming  year.  Profits  have 
been  forecast  at  $96.7  billion  before  taxes  and  $92.1 
billion  with  the  inventory  valuation  adjustment. 

The  90-day  wage  and  price  freeze  in  1971  and  sub- 
sequent rulings  by  the  price  board  were  effective  in 
sharply  reducing  inflationary  trends  during  the  last 
half  of  1971.  It  is  expected  that  price  increases  will 
remain  moderate  during  the  first  half  of  1972.  With 
gradual  easing  of  controls,  however,  a  resumption  of 
moderate  inflationary  pressures  may  be  expected  dur- 
ing the  latter  months  of  the  year.  The  consumer  price 
index  is  forecast  up  3.5  percent. 

The  outlook  for  1973  is  for  continued  economic  re- 
covery at  rates  near  long-term  trends.  Gross  national 
product  will  rise  to  $1,239  billion,  a  gain  of  8.1  per- 
cent. Personal  income  will  amount  to  $1,001  billion, 
up  7.9  percent.  Further  improvement  will  be  regis- 
tered in  corporate  profits  before  taxes,  which  will 
rise  to  $106.2  billion  (9.8%).  Inflation  will  con- 
tinue to  be  a  problem,  however,  particularly  if  con- 
trols are  relaxed  sufficiently  to  permit  "catch-up" 


price  increases.  The  consumer  price  index  is  expected 
to  rise  by  4.5  percent  that  year. 

CALIFORNIA  OUTLOOK 

California  population  is  projected  at  20,506,000  for 
July  1,  1972,  a  rise  of  241,000  (1.2%)  from  1971. 
Natural  increase  will  account  for  180,000  of  the  gain. 
Net  migration  is  expected  to  increase  from  the  1971 
level  to  40,000.  The  state's  civilian  population  will 
also  gain  20,000  from  persons  discharged  from  the 
military.  The  number  of  military  personnel  residing 
in  the  state  will  total  300,000  by  mid-1972. 

The  civilian  labor  force  is  projected  at  8,710,000 
for  1972,  an  increase  of  105,000  (1.2%)  from  the  1971 
level.  Civilian  employment  will  rise  by  175,000  to  an 
average  8,180,000.  As  a  result  of  this  relatively  strong 
employment  growth,  the  unemployment  rate  will  de- 
cline to  6.1  percent  of  the  labor  force  for  the  year, 
with  the  average  number  of  unemployed  declining  to 
530,000.  Major  employment  gains  are  anticipated 
in  the  service,  trade,  and  local  government  sectors. 

The  manufacturing  sector  is  also  expected  to  con- 
tribute to  the  general  economic  recovery.  It  now  ap- 
pears that  aerospace  employment,  on  a  downtrend 
since  1967,  is  stabilizing  and  that  only  minor  reduc- 
tions will  occur  during  1972.  Aerospace  employment 
is  estimated  at  435.000,  compared  with  440,000  last 
year.  Nonaerospace  emplovment,  in  contrast,  will  rise 
by  35  000  to  average  1,065.000.  Much  of  this  growth 
will  be  in  nondurable  manufacturing,  although  em- 
ployment in  durables  production  will  also  be  up  for 
the  year. 

Construction  activity  is  expected  to  continue  to 
contribute  to  the  recovery.  It  now  appears  that  the 
number  of  housing  units  authorized  will  remain  above 
estimated  demand  well  into  1972.  It  is  esti- 
mated that  220,000  units  will  be  started  during  the 
year,  down  moderately  from  the  250,000  total  for 
1971.  Vacancy  rates  for  homes  and  apartments  are 
rising  in  many  areas  throughout  the  state,  however, 
suggesting  that  cutbacks  in  the  number  of  units 
authorized  may  take  place  in  various  regions  during 
the  year.  Building  activity  will  be  strong  during  the 
first  half  but  may  taper  later  in  1972  as  the  inventory 
of  unsold  or  unrented  units  continues  to  increase.  Of 
the  220,000  units  forecast,  approximately  100.000  will 
be  single-family  homes  and  120,000  multiple,  or 
apartment,  units.  Nonresidential  building,  in  contrast, 
will  improve  sharply  from  last  year's  level,  with  per- 
mits up  12  percent  for  the  year. 

Personal  income  will  rise  to  $100.9  billion,  up  8 
percent  from  the  1971  level.  The  largest  gains  will 
occur  in  wages  and  salaries,  other  labor  income,  and 
transfer  payments.  Offsetting  part  of  the  increase  in 
wages  and  salaries  will  be  contributions  for  social  in- 
surance, which  will  rise  by  more  than  14  percent  dur- 
ing the  year  due  to  the  increase  in  the  base  of  con- 
tributions for  Social  Security  which  went  into  effect 
on  January  1,  1972. 

Further  economic  improvement  is  forecast  for 
1973.  Personal  income  will  rise  to  $108.7  billion,  a 
gain  of  7.7  percent.  With  the  moderate  increase  fore- 
cast in  the  civilian  labor  force  and  the  substantial 
employment  gains,  the  jobless  rate  will  decline  to  5.5 
percent  for  the  year. 
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ECONOMIC  DATA 
(Dollar  amounts  in  billions) 

1970  1971 1972 

Percent                                              ~  Percent 

National  Data  Actual  Estimated                      change  Forecast  change 

Gross  national  product $974.1  $1,052.0  8.0                 $1,146.0  8.9 

Personal  consumption  expenditures 615.8  665.6  81  723  5  8  7 

Durable  goods 88.6  102.0  15.1  llo!8  8!6 

Nondurable  goods 264.7  280.6  6.0  302.7  7.9 

Services 262.5  283.1  7.8  310.0  9.5 

Gross  private  domestic  investment 135.3  152  4  12  6  169  0  10  9 

Fixed  investment 132.5  148.8  12.3  162.4  91 

Residential 30.4  40.9  34.5  46.4  13.4 

Nonresidential  structures 36.8  38.6  4.9  41.3  7.0 

Producers'  durable  equipment 65.4  69.2  5.8  74J7  7.9 

Change  in  inventories 2.8  3.6  —  6.6  — 

Net  exports 3.6  1.2  -  1.5  - 

Government  purchases 219.4  232  7  6.1  252.0  8.3 

Federal   97.2  97.1  -0.1  102.0  5.0 

Defense 75.4  72.0  -4.5  74.0  2.8 

Other 21.9  25.1  14.6  28.0  11.6 

State  and  local 122.2  135.6  11.0  150.0  10.6 

Personal  income 803.6  858.5  6.8  928.0  8.1 

Less:   personal  taxes  and  nontax  payments 115.9  115.6  -0.3  123.1  6.5 

Federal 92.2  89.5  -2.9  94.0  5.0 

State  23.6  26.1  10.6  29.1  11.5 

Disposable  income 687.8  742.9  8.0  804.9  8.3 

Savings   54.1  58.3  7.8  61.5  5.5 

Savings  rate  (%) 7.8  7.8  -  7.6 

Corporate  profits  before  taxes 75.4  83.8  11.1  96.7  15.4 

Consumer  price  index  (1967  =  100) 116.3  121.3  4.3  125.5  3.5 

Civilian  labor  force  (000) 82,715  84,087  1.6  85,580  1.8 

Unemployment  (000) 4,088  4,963  21.4  4,720  -5.0 

Unemployment  rate   (%) 4.9  5.9  -  5.5  - 

Employment  (000) 78,627  79,124  0.6  80,860  2.2 

California  Data 

Personal  income $88.8  $93.4  5.2  $100.9  8.0 

Wages  and  salaries 60.0  62.2  3.7  67.3  8.1 

Other  labor  income 3.2  3.4  6.7  3.8  11.7 

Proprietors'   income 6.9  7.0  1.7  7.2  2.8 

Property  income 12.2  12.7  4.3  13.4  5.2 

Transfer  payments 9.9  11.9  19.4  13.6  14.6 

Less :  Contributions  for  social  insurance 3.4  3.8  11.1  4.3  14.4 

Personal  taxes 10.9  10.4  -4.2  11.6  11.5 

Federal  income  tax 9.7  9.1  -6.1  9.5  4.2 

State  income  tax 1.2  1.3  12.0  2.1  62.7 

Disposable  incomes 77.9  83.0  6.5  89.2  7.5 

Taxable  corporate  profits 6.7  7.2  7.6  8.0  10.6 

Civilian  labor  force   (000)   8,555  8,605  0.6  8,710  1.2 

Unemployment  (000) 519  600  15.6  530  -11.7 

Unemployment  rate   (%)   6.1  7.0  -  6.1  - 

Employment  (000) 8,036  8,005  -0.4  8,180  2.2 

Nonagricultural  wage  and  salary  workers 6,948  6,916  -0.5  7,090  2.5 

Mining    31  30  -3.2  30 

Construction    303  297  -2.0  300  1.0 

Manufacturing 1,558  1,470  -5.6  1,500  2.0 

Aerospace 497  440  -11.5  435  -1.1 

Other    1,061  1,030  -2.9  1,065  3.4 

Transportation — communications — utilities    _  459  453  -1.3  465  2.6 

Trade    1,531  1,554  1.5  1,590  2.3 

Finance — insurance — real  estate 374  385  2.9  400  3.9 

Services    . 1,266  1,272  0.5  1,315  3.4 

Government   1,425  1,455  2.1  1,490  2.4 

Federal  civilian 327  318  -2.8  319  0.3 

State  and  local 1,098  1,137  3.6  1,171  3.0 

Other  nonagricultural 799  802  0.4  807  0.6 

Agriculture 289  287  -0.7  283  -1.4 

Number  of  residential  building  permits  (000) 194  250  28.9  220  -12.0 

New  car  sales  (000) 874  1,000  14.4  1,050  5.0 

Taxable  sales  $43.2  $46.8  8.3  $49.9  6.5 

Consumer  price  index  (1967  =  100) 114.9  119.8  4.3  124.0  3.5 

a  Disposable  income  of  California  residents  represents  personal  income  less  federal  and  state  personal  income  taxes.  Other  personal 

tax  and  nontax  payments  have  not  been  deducted. 
NOTE :  Totals  may  not  add  due  to  rounding.  Percentages  have  been  computed  from  unrounded  data. 
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GENERAL  FUND  REVENUE 

Almost  80  percent  of  aggregate  state  revenue  is 
deposited  in  the  General  Fund.  This  includes  collec- 
tions from  such  levies  as  those  on  sales  of  tangible 
personal  property,  personal  income,  corporate  profits 
and  insurance  premiums.  For  the  most  part,  these 
taxes  are  geared  directly  to  business  conditions. 
Hence,  the  estimates  of  revenue  from  each  source  flow 
directly  from  the  economic  assumptions  outlined 
above.  The  influence  of  these  economic  factors  upon 
the  various  tax  bases  and  the  methods  used  in  prepar- 
ing the  budget  revenue  estimates  are  summarized  in 
the  following  material. 

Sales  and  Use  Tax— $2,1 10,000,000 

A  state  tax — presently  at  4  percent  but  changing 
to  3f  percent  in  July  1972 — is  imposed  on  the  sale  or 
use  of  tangible  personal  property  for  final  consump- 
tion in  California.  An  additional  one  percent  tax 
(changing  to  1£  percent  in  July  1972)  is  collected  by 
the  state  for  local  government,  but  this  is  not  state 
revenue  and  is  not  included  in  the  budget  totals.  Also 
excluded  from  budget  totals  is  the  \  percent  tax  levied 
in  Alameda,  Contra  Costa  and  San  Francisco  coun- 
ties for  support  of  the  Bay  Area  Kapid  Transit  Dis- 
trict. 

There  are  many  exemptions  from  the  sales  tax,  the 
most  significant  of  which  are:  food  for  off-premises 
consumption  (other  than  hot  take-out  food,  which  be- 
came taxable  January  1,  1972) ;  gas,  electricity  and 
water  supplied  by  utilities;  prescription  drugs;  and, 
until  July  1972,  motor  vehicle  fuel  for  highway  use. 
Since  the  tax  applies  only  to  tangible  personal  prop- 
erty, sales  of  all  types  of  services  are  excluded,  as  are 
sales  of  other  intangibles  such  as  patents,  copyrights 
and  securities.  Because  buildings  and  land  are  real 
property  rather  than  personal  property,  no  tax  is 
levied  on  the  sale  or  rental  of  a  new  or  existing  build- 
ing, but  the  materials  used  in  construction  are  subject 
to  tax. 

The  final  consumer  may  be  a  business  instead  of  a 
person,  so  the  tax  base  includes  products  for  business 
use  such  as  industrial  machinery  and  office  supplies. 

Three  major  bills  enacted  in  1971  affect  the  sales 
tax  in  the  current  and  budget  year: 

a.  Senate  Bill  325  provides  additional  local  revenue 
for  support  of  public  transit  systems  by  reducing  the 
state  tax  rate  from  4  to  3|  percent,  increasing  the 
county  sales  tax  rate  from  1  to  \\  percent,  and  remov- 
ing the  sales  tax  exemption  on  gasoline,  all  operative 
July  1,  1972.  Any  additional  money  produced  by  this 
bill  which  would  otherwise  go  to  the  General  Fund 
would  have  to  be  transferred  to  the  new  State  Trans- 
portation Fund.  However,  it  is  estimated  that  the  bill 
will  result  in  a  General  Fund  loss  in  1972-73. 

b.  Assembly  Bill  2109,  operative  January  1,  1972, 
exempts  candy  and  chewing  gum  from  the  sales  tax, 
but  imposes  the  tax  on  hot  take-out  food  such  as  fried 
chicken  and  pizza.  The  bill  also  changes  the  method 
of  applying  the  auto  use  tax  to  correct  a  downward 
bias  in  the  old  method. 

c.  Assembly  Bill  1  (First  Extraordinary  Session) 
requires  that  the  sales  tax  prepayment  be  made  on  the 
20th  instead  of  the  25th  day  of  the  second  and  third 
months  of  each  quarter.  The  bill  also  adopts  income 


tax  withholding  which  reduces  take-home  pay  and 
hence  taxable  sales  during  1972. 

Taxable  sales  in  calendar  1971  are  estimated  at 
$46.8  billion,  up  8.3  percent  from  1970.  Converted  to 
constant  dollars  to  eliminate  the  effects  of  inflation, 
1971  sales  were  up  5.2  percent.  Of  the  taxable 
sales  components  shown  in  Table  4  the  strongest  were 
the  automotive  and  building  materials  groups.  A  15.6 
percent  increase  for  the  auto  group  resulted  from  the 
combined  effects  of  gains  following  the  1970  auto 
strike,  removal  of  the  auto  excise  tax,  and  general 
economic  recovery.  Building  materials  sales,  up  8.8 
percent — almost  twice  the  long-term  average  growth — 
reflect  the  recent  housing  boom. 

In  1972,  taxable  sales  are  estimated  at  $49.9  billion, 
up  6.5  percent.  Sales  of  wholesalers  and  manufac- 
turers are  expected  to  increase  almost  9  percent  in  line 
with  anticipated  high  investment  in  plant  and  equip- 
ment. The  other  three  groups — auto,  building  and 
other  retail — will  increase  in  line  with  the  economic 
recovery.  Price  increases  will  be  smaller  than  in  1971, 
and  will  represent  about  40  percent  of  the  increase 
in  total  taxable  sales. 

Sales  trends  in  1973  will  be  mixed,  with  the  retail 
stores  and  the  manufacturing  and  wholesaling  groups 
making  slightly  above-average  gains  while  the  auto 
and  building  groups  grow  at  significantly  lower-than- 
average  rates.  Total  taxable  sales  are  estimated  at 
$53  billion,  up  6.3  percent.  Prices  will  be  rising  faster, 
accounting  for  more  than  half  of  the  increase  in  total 
sales. 

Taxable  sales  are  estimated  by  two  methods.  One 
method  utilizes  a  multiple  regression  equation  to  esti- 
mate total  sales  in  constant  dollars  using  as  dependent 
variables  personal  disposable  income  in  constant  dol- 
lars, the  number  of  wage  and  salary  workers  in  manu- 
facturing and  construction,  the  number  of  new 
vehicles  sold  and  the  savings  rate.  Sales  in  constant 
dollars  are  then  converted  to  current  dollars  by  appli- 
cation of  the  appropriate  price  factor.  A  second  esti- 
mate is  made  by  classifying  taxable  sales  into  15  homo- 
geneous groups,  each  of  which  is  related  to  an 
economic  factor.  The  two  estimates  are  then  recon- 
ciled. The  final  results  are  shown  in  Table  4. 

TABLE  4 

Taxable  Sales  in  California 
(In  millions) 

1970      1971     Percent     1972       Percent     1973     Percent 
(Actual)      (Est.)     change     (Est.)     change     (Est.)     change 

Retail  stores  except 

auto    and    building.    $20,369    $21,819        7.1    $23,236        6.5    $24,763        6.6 

Motor  vehicle  dealers, 
auto  parts,  etc. 6,821        7,886      15.6        8,243        4.5        8.559       3.8 

Building  material  sales 
including  contractors        4,362        4,744        8.8        4,956        4.5        5.085        2.6 

Manufacturing,  whole- 
saling and  misc.  —      11,671      12.361        5.9      13,435        8.7      14,593        8.6 

Totals    $43,223    $46,810        8.3    $49,870        6.5    $53,000        6.3 

Note:  .These  figures  do  not  include  the  effect  of  SB  325    (gasoline)    or  AB  2109 
(candy,  hot  food  and  auto  use  tax).  They  do  include  the  effect  of  AB  1. 

Sales  and  use  tax  receipts,  including  revenue  at- 
tributable to  audit  activities  of  the  Board  of  Equali- 
zation, and  including  the  effects  of  1971  legislation 
described  above,  are  shown  below. 

1970-71  (Actual) $1,808,052,000 

1971-72   (Estimated)   $1,973,000,000 

1972-73  (Estimated) $2,110,000,000 
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Personal  Income  Tax — $1 ,880,000,000 

The  personal  income  tax  is  the  second  largest 
source  of  state  revenue,  exceeded  only  by  the  sales  and 
use  tax.  The  income  tax  is  based  on  the  amount  of 
taxable  income  received  by  taxpayers,  computed  by 
deducting  from  income  either  all  itemized  deductions 
or  the  standard  deduction  of  $1,000  for  single  or  $2,- 
000  for  joint  returns.  Progressive  tax  rates  ranging 
from  1  percent  on  the  first  $2,000  taxable  income  for 
single  returns  ($4,000  for  joint  returns)  to  10  per- 
cent on  taxable  income  in  excess  of  $14,000  for  single 
returns  ($28,000  for  joint  returns)  are  applied  to 
yield  the  computed  tax.  A  credit  of  $25  or  $50  for 
single  or  joint  returns,  respectively,  plus  $8  for  each 
dependent,  is  allowed  against  the  computed  tax  to 
derive  the  taxpayer's  actual  liability. 

Income  tax  revenue  is  determined  largely  by  the 
amount  and  type  of  income  received  by  Californians. 
The  revenue  attributable  to  each  type  of  income  fluc- 
tuates from  year  to  year  in  response  to  changes  in 
the  amount  of  income  received  from  each  source,  and 
changes  in  income  distribution.  An  example  of  this 
fluctuation  for  1969  and  1970  is  shown  below. 

TABLE  5 

Percent  of  Tax  Attributable 

to  Each  Type  of  Income 

Type  of   Income                                                                      1969  1970 

Wages  and  salaries 62  67 

Business   15  15 

Capital  gains 8  5 

Dividends -                           7  5 

Interest 4  4 

Rent    2  2 

Miscellaneous 2  2 

Total 100  100 

Income  from  the  various  sources  is  distributed  dif- 
ferently among  income  brackets  as  is  illustrated  below 
for  wages  and  salaries  and  capital  gains.  A  compara- 
ble loss  or  gain  in  income  from  wages  and  salaries  and 
capital  gains  does  not  have  the  same  impact  on  state 
income  tax  revenues.  Since  capital  gains  income  is 
skewed  towards  the  higher  income  brackets,  higher 
tax  rates  are  applied  and  the  effect  on  state  revenue 
is  substantially  larger  than  a  comparable  loss  or  gain 
in  wage  and  salary  income. 

TABLE  6 

Percent  of  Tax  Attributable  to  Wages  and  Salaries 
and  Capital  Gains  by  Income  Class,  1970 

Wages  and  Capital 

Adjusted   Gross   Income  Salaries  Gains 

$0-$9,999 11  2 

10,000-24,999 61  11 

25,000-49,999 19  16 

50,000-99,999 6  18 

100,000  and  over 3  53 

Total 100  100 

The  revenue  from  each  type  of  income  is  estimated 
separately.  The  estimates  of  tax  attributable  to  wages 
and  salaries,  dividends,  interest,  and  business  income 
are  derived  from  equations  relating  receipts  from 
each  tax  to  its  personal  income  component.  Estimated 
receipts  from  rental  and  miscellaneous  income  are 
based  on  an  analysis  of  past  trends.  The  tax  attributa- 
ble to  capital  gains  is  estimated  by  two  methods.  The 
first  employs  an  equation  using  the  value  and  turn- 
over of  stocks  listed  on  the  New  York  Stock  Exchange. 


The  second  uses  an  equation  relating  tax  receipts  to 
net  capital  gains  income  by  holding  periods.  The  total 
estimated  tax  from  all  income  sources  plus  audit  as- 
sessments yields  total  income  year  assessments. 

Assembly  Bill  1,  enacted  at  the  1971  Extraordinary 
Session  revises  the  Personal  Income  Tax  Law  as  fol- 
lows: 

(1)  initiates  a  system  of  withholding  and  decla- 
rations, effective  January  1,  1972; 

(2)  imposes  a  2\  percent  income  tax  on  preferen- 
tial income,  effective  with  the  1971  income 
year; 

(3)  eliminates  the  military  exclusion  from  gross 
income,  except  for  extended  active  duty  and 
combat  pay,  effective  with  the  1971  income 
year; 

(4)  changes  the  taxation  of  capital  gains  by  re- 
vising the  amount  excluded  from  income, 
effective  1972  income  year; 

(5)  adds  an  11  percent  tax  rate  on  taxable  in- 
come over  $15,500  for  single  and  $31,000  for 
joint  returns,  effective  1973  income  year; 

(6)  eliminates  the  accrual  accounting  concept 
for  the  income  tax,  effective  January  1,  1972 ; 
and 

(7)  allows  a  20  percent  tax  credit  (forgiveness) 
against  1971  "net  tax"  as  defined  in  the 
tax  bill. 

Withholding  requires  that  the  employer  withhold 
and  remit  to  the  state  specific  amounts  from  pay- 
checks to  be  applied  against  the  employee's  state 
income  tax  liability.  Large  employers  (those  with- 
holding more  than  $100  income  tax  per  month)  will 
remit  monthly.  Small  employers  will  remit  quarterly. 

A  quarterly  declaration  of  estimated  tax  is  also  re- 
quired of  taxpayers  whose  additional  tax  due  will  be 
more  than  $100.  The  amount  declared  will  be  due 
April  15,  June  15,  September  15,  and  January  15. 

A  special  tax  credit  of  20  percent  of  the  amount 
of  net  tax  will  be  allowed  against  1971  liabilities  fully 
paid  by  April  15,  1972.  This  credit  will  not  apply  to 
estates  or  trusts.  The  net  tax  to  which  the  20  percent 
credit  will  be  applied  is  the  computed  tax  (excluding 
net  capital  gains),  less  retirement  income  credits, 
personal  exemption  credits  and  credits  for  taxes  paid 
out  of  state. 

The  development  of  the  current  and  budget  year 
income  tax  revenue  estimates  was  based  on  the  pro- 
jections of  total  income  year  assessments.  These  total 
assessments  were  converted  to  the  withholding  base 
by  adjusting  for  increased  compliance,  accelerated 
collections,  and  phase-out  of  certain  audit  activities. 

Based  on  the  experience  of  other  states,  the  with- 
holding base  of  calendar  year  assessments  was  allo- 
cated among  the  various  methods  of  collection  (with- 
holding, declarations,  miscellaneous,  and  refunds) 
and  distributed  monthly.  An  additional  adjustment  to 
1971-72  and  1972-73  cash  collections  was  made  to 
reflect  the  late  passage  of  AB  1  which  is  expected  to 
cause  a  shift  from  amounts  which  would  have  been 
withheld  in  early  1972  to  final  payments  in  April, 
1973,  due  to  the  inability  of  some  employers  to  imple- 
ment the  withholding  system  by  January  1,  1972. 

The  total  1971-72  and  1972-73  collections  were 
then  adjusted  to  reflect  the  other  provisions  of  AB  1 
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including  the  tax  credit  in  1971-72  which  is  estimated 
to  be  $235  million  and  the  June  30,  1971,  accrual  of 
$45  million.  The  total  revenues  for  the  years  covered 
in  this  budget  are  as  follows: 

1970-71    (Actual)    $1,264,383,000 

1971-72    (Estimated)    $1,747,000,000 

1972-73    (Estimated)    1,880,000,000 

Bank  and  Corporation  Tax — $770,000,000 

Bank  and  corporation  revenue  collections  in  the 
current  and  budget  years  depend  upon  corporate 
profits  from  operations  in  California  during  1971  and 
1972.  Income  for  1971  has  been  estimated  from  re- 
sponses to  a  stratified  sample  of  887  corporations 
doing  business  in  59  industry  classifications  repre- 
senting almost  45  percent  of  the  tax  base.  The  sample 
indicated  that  all  major  industry  groups  except 
services  were  up  from  their  depressed  1970  levels. 

Two  methods  were  used  to  estimate  California  cor- 
porate income  for  1972.  One  involved  an  analysis  of 
the  ratios  of  California  to  United  States  corporate 
profits  in  the  postwar  period.  In  general,  taxable 
corporate  income  in  this  state  varies  less  from  year 
to  year  than  corporate  profits  nationally  because  a 
larger  percentage  of  such  income  in  California  is 
outside  the  volatile  manufacturing  industries.  The 
second  method  involved  the  estimates  of  profits  by 
major  industry  groups  based  on  the  economic  outlook 
for  California  and  the  nation.  Results  from  the  two 
methods  were  then  reconciled. 

California  corporate  income  is  estimated  to  increase 
7.6  percent  during  1971  and  10.6  percent  during 
1972,  compared  to  national  increases  of  11.1  and  15.4 
percent  during  1971  and  1972,  respectively.  These 
growth  rates  result  in  a  decrease  in  the  ratio  of 
California  to  United  States  corporate  profits  which  is 
typical  of  years  in  which  the  growth  in  profits  is 
strong  nationally.  The  estimated  income  by  major  in- 
dustry is  shown  in  the  following  table : 

TABLE  7 

Taxable  Corporate  Income  in  California 
(In  millions) 

Preliminary  Estmated  Percent  Estimated  Percent 

Industry  1970  1971  change  1972  change 

Agriculture    $76  $76  -  $80  5.3 

Mining  and  oil  production 239  288  20.5  310  7.6 

Construction    236  238  0.8  230  -3.4 

Manufacturing    2,248  2,580  14.8  2.987  15.8 

Trade    1,539  1,563  1.6  1.680  7.5 

Service     423  397  -6.2  427  7.6 

Financials    (subject  to  bank  tax),  621  656  5.6  736  12.2 

Real   estate   and   other    Financials  486  518  6.6  550  6.2 

Utilities    852  918  7.7  1,000  8.9 

Totals     $6,720      $7,234  7.6      $8,000  10.6 

Assembly  Bill  1,  enacted  during  the  1971  Extraor- 
dinary Session,  contained  the  following  revisions : 

1.  raised  the  tax  rate  on  corporate  income  from 
7  to  7.6  percent  beginning  with  income  earned  in 
1972; 

2.  imposed  a  2.5  percent  tax  on  preference  in- 
come beginning  with  1971 ; 

3.  increased  the  minimum  tax  from  $100  to  $200 ; 

4.  changed  the  current  estimated  tax  payment 
schedule  to  a  quarterly  payment  system  conform- 
ing California  to  federal  law; 

5.  reduced  the  depletion  deduction  from  27.5  per- 
cent to  22.5  percent ; 


6.  conformed  other  provisions  of  California  law 
to  federal  law. 
The  combined  effects  of  these  changes  will  result  in 
an  estimated  increase  of  $53  million  in  revenue  dur- 
ing 1971-72  and  $100  million  in  1972-73. 

After  adding  payments  attributable  to  audit  ac- 
tivities of  the  Franchise  Tax  Board  and  adjusting 
for  legislation,  total  revenue  is  estimated  as  follows: 

1970-71   (Actual)  $532,091,000 

1971-72   (Estimated) $673,000,000 

1972-73  (Estimated)  $770,000,000 

Inheritance  and  Gift  Taxes — $297,700,000 

The  inheritance  tax  is  imposed  on  the  right  to  in- 
herit property  or  succeed  to  property  transferred  in 
contemplation  of  death.  Any  other  donative  transfer 
of  property  by  an  individual  is  subject  to  the  gift  tax. 
Both  laws  vary  the  rate  of  taxation  according  to  the 
size  of  the  transfer  and  the  relationship  of  the  recipi- 
ent to  the  decedent  or  donor.  An  exemption  is  granted 
to  each  class  of  donee,  and  this  likewise  decreases  as 
the  relationship  recedes.  State  revenue  from  these 
taxes  is  therefore  contingent  upon  the  number  of 
transfers  made  during  the  year,  the  value  of  estates 
or  gifts  at  the  time  of  death  or  transfer,  and  the  re- 
lationship between  the  decedent  or  donor  and  the 
beneficiary. 

Real  estate  and  common  stock  constitute  the  major 
components  of  bequests  subject  to  inheritance  and 
gift  taxes.  The  inheritance  tax  estimate  is  based  on  a 
weighted  average  of  the  Standard  and  Poor's  425 
stock  index  plus  assessed  property  valuations,  ad- 
justed for  the  lag  between  deaths  and  tax  payments. 
The  estimate  of  the  gift  tax  is  based  on  the  un- 
weighted Standard  and  Poor's  index.  After  setbacks 
in  the  third  and  fourth  quarters  of  1971,  the  stock 
market  is  expected  to  rise  throughout  most  of  1972 
and  1973. 

Interest  rates  have  historically  influenced  inheri- 
tance tax  revenue  because  the  law  allowed  a  5  per- 
cent discount  for  payments  made  within  six  months 
of  death  and  imposed  only  6  percent  simple  interest 
on  payments  not  made  within  two  years.  Assembly 
Bill  1  abolished  the  discount  for  early  payment  and 
shortened  the  delinquency  period  from  24  months  to 
9  months,  in  conformity  with  the  federal  estate  tax. 
Because  there  is  no  penalty  for  failure  to  pay  on  time 
and  only  a  6  percent  annual  interest  charge  on  delin- 
quent accounts,  it  is  anticipated  that  delinquencies 
will  rise  under  the  shortened  payment  period  in  those 
cases  where  it  is  more  desirable  to  pay  the  6  percent 
interest  than  liquidate  estates  yielding  a  higher  rate 
of  return. 

Inheritance  tax  collections  grew  substantially  in 
1970-71,  the  apparent  result  of  three  developments. 
First,  improved  economic  conditions  during  the  year 
prompted  payment  of  many  heretofore  delinquent  ac- 
counts which  had  been  deferred  the  previous  year 
when  the  economy  was  depressed.  Similarly,  there 
was  a  greater  tendency  for  beneficiaries  to  pay  the 
tax  when  it  became  due.  Finally,  there  was  a  marked 
increase  in  the  amount  of  discounted  payments  made. 

The  latter  two  factors  will  have  a  depressing  effect 
on  revenue  in  the  current  year  since  many  of  those 
payments  made  during  1970-71  would  otherwise  ac- 
cumulate in  1971-72.  The  recent  law  change  will  re- 
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suit  in  a  deferment  from  1971-72  to  1972-73  of  ap- 
proximately $4  million  in  payments  which  would 
otherwise  have  been  discounted.  However,  the  short- 
ened delinquency  period  will  raise  revenue  in  the 
budget  year  by  $65  million. 

Legislation  enacted  in  1971  also  conformed  the 
Gift  Tax  Law  to  its  federal  counterpart,  making  pay- 
ments due  two  months  after  the  close  of  the  calendar 
quarter  in  which  the  gift  was  given  rather  than  April 
15  of  the  year  following  delivery  of  the  gift.  This  will 
innate  gift  tax  collections  in  the  current  year  since 
the  tax  on  gifts  for  1^  years  will  be  due.  In  the 
budget  year  there  will  be  only  a  residual  effect  of 
slightly  higher  average  gift  values  as  the  tax  base  is 
pushed  ahead  one-half  year,  and  a  minor  pickup  from 
those  who  might  otherwise  fail  to  pay  the  tax.  It  is 
anticipated  that  a  stronger  economy  will  encourage 
gift-giving  and  that  the  average  value  of  gifts  will 
also  increase,  resulting  in  a  strong  growth  in  this  tax 
during  1972-73. 

(In  thousands) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

Inheritance   tax    $173,789  $19t.OO0  $274,000 

Gift   tax    11,910  17,000  17,100 

Totals    $185,699       $211,000       $291,100 

Cigarette  Tax— $248,300,000 

A  10-cent-per-pack  excise  tax  is  levied  on  distribu- 
tion of  cigarettes  in  California.  Seven  cents  of  the  tax 
is  deposited  in  the  State  General  Fund  and  three 
cents  is  apportioned  to  cities  and  counties. 

A  projection  of  the  per  capita  consumption  trend 
is  the  basis  for  the  cigarette  tax  estimate.  A  continu- 
ing decline  in  per  capita  cigarette  consumption  be- 
gan in  1964  with  the  publication  of  the  Surgeon  Gen- 
eral's report.  This  declining  trend  was  further  accel- 
erated in  1967  when  a  two-stage  tax  increase  in  the 
latter  part  of  that  year  raised  the  tax  from  three 
cents  to  ten  cents  per  pack.  The  year  1970  marks  a 
deceleration  in  the  declining  trend  of  per  capita  con- 
sumption and  an  increase  in  total  cigarette  consump- 
tion. This  new  trend  is  consistent  with  data  collected 
through  the  third  quarter  of  the  1971  calendar  year 
and  is  assumed  to  continue  during  the  budget  period. 
It  appears  that  the  elimination  of  cigarette  advertis- 
ing on  television  has  not  affected  the  level  of  smok- 
ing. 

Per  capita  consumption  is  estimated  at  173.1  packs 
for  1971,  and  at  172.0  and  171.0  packs  for  1972  and 
1973,  respectively.  Revenues  based  upon  these  factors 
are  as  follows: 

(In  thousands) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

General  Fund $168,065  $171,600  $173,800 

Special    fund    71,655  73,500  74,500 

Total    $239,721      $245,100      $248,300 

Insurance  Tax — $787,000,000 

Insurance  companies  operating  in  California  are 
taxed  in  accordance  with  the  amount  of  business  they 
do  in  the  state.  The  tax  on  most  lines  of  insurance  is 
2.35  percent  of  the  amount  of  gross  premiums  writ- 
ten, less  return  premiums  and  dividends.  Ocean 
marine,  surplus  line  and  title  insurance  are  subject  to 


different  provisions  and  rates.  Pension  and  profit- 
sharing  plans  are  taxed  at  0.5  percent  of  net  earned 
premiums.  The  basic  tax  rate  is  set  by  the  Constitu- 
tion, which  provides  that  this  tax  shall  be  in  lieu  of 
most  other  state  and  local  taxes. 

All  insurers  with  over  $5,000  tax  liability  in  the 
previous  calendar  year  are  required  to  make  three 
"prepayments",  each  representing  26.5  percent  of  the 
previous  year's  liability,  on  May  15,  August  15,  and 
November  15 ;  the  remainder  of  the  tax  is  due  April 
1  of  the  following  year. 

Insurance  companies  are  permitted  to  deduct  from 
their  premiums  tax  the  amount  of  real  estate  property 
tax  paid  to  local  governments  on  their  home  office  in 
California.  An  insurer  organized  under  California 
law  prior  to  1967  is  allowed  to  deduct  the  entire 
amount  of  tax  on  its  principal  office  building,  regard- 
less of  the  amount  of  space  utilized  by  the  company 
itself.  Any  other  insurer  may  only  deduct  that  part 
of  its  property  tax  related  to  insurance  business, 
measured  by  the  percent  of  total  floor  space  in  the 
principal  office  building  used  by  the  insurance  com- 
pany. This  credit,  taken  by  one  hundred  thirty-five 
companies,  reduced  their  total  1970  state  tax  liability 
by  $11,673,670.  It  is  projected  that  the  principal  of- 
fice deduction  will  reach  $13.5  million  in  1971-72  and 
$15.5  million  in  the  budget  year. 

Estimates  of  premiums  written  during  1971  and 
1972  are  based  on  replies  to  a  questionnaire  by  86  in- 
surance companies  representing  almost  70  percent  of 
all  taxable  premiums  written  in  California  during 
1970.  These  companies  supplied  their  projections  of 
percentage  change  in  the  volume  of  premiums  to  be 
written  for  specific  major  lines  and  for  total  pre- 
miums. Because  of  the  President's  economic  controls 
and  earlier  increases  in  premium  rates,  no  significant 
rate  changes  are  anticipated  during  the  period  cov- 
ered by  this  budget. 

(In  thousands) 

Actual  Estimated  Estimated 
1970-71  1971-72  1972-73 
Premiums    written    in   Cali- 
fornia       $7,222,026  $7,950,000  $8,720,000 

Insurance  tax  revenue $158,423  $171,000  $187,000 

Alcoholic  Beverage  Taxes — $139,000,000 

Excise  taxes  levied  on  the  distribution  of  alcoholic 
beverages  range  from  one  cent  per  gallon  on  dry  wine 
to  $2.00  per  gallon  on  distilled  spirits.  These  excise 
taxes  on  distilled  spirits,  beer  and  wine,  along  with 
the  fees  received  from  licenses  required  for  the  manu- 
facture and  sale  of  alcoholic  beverages,  constitute  the 
main  revenue  sources  from  alcoholic  beverages. 

Adult  per  capita  consumption  of  alcoholic  bever- 
ages has  been  steadily  increasing,  with  the  exception 
of  sweet  wine.  The  consumption  of  distilled  spirits 
substantially  increased  in  the  latter  part  of  the  1971 
calendar  year  relative  to  the  same  period  in  1970.  This 
increase  is  similar  to  the  rate  of  growth  experienced 
in  all  past  years  except  1970-71.  A  buildup  of  beer 
inventories  in  May  and  June  of  1973  is  assumed  in 
anticipation  of  a  strike.  This  will  inflate  the  1972—73 
tax  receipts  although  it  should  not  change  calendar 
year  consumption.  Both  dry  and  sparkling  wines  ex- 
perienced great  gains  in  popularity  in  1969  and  1970, 
but  the  rate  of  growth  in  their  consumption  appears 
to  have  slackened  somewhat  in  1971. 
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Per  capita  consumption  of  each  type  of  beverage  is 
shown  below. 

Apparent  Consumption 

Adult  Per  Capita 

(In  gallons) 

1970  1971  1972  1973 

Distilled   spirits   3.71  3.78  3.86  3.94 

Beer    29.10  29.72  30.40  31.40 

Dry  wine 3.43  3.84  4.20  4.50 

Sweet  wine   1.08  1.05  0.99  0.93 

Sparkling  wine 0.33         0.35  0.37  0.40 

Revenues  from  liquor  license  fees  are  divided  be- 
tween the  General  Fund  and  the  Alcohol  Beverage 
Control  Fund.  The  General  Fund  receives  all  fees  for 
new  licenses,  service  charges,  fees  to  enforce  fair  trade 
regulations  and  all  license  transfer  fees.  All  other  fees, 
mainly  license  renewal  fees,  accrue  to  the  Alcohol 
Beverage  Control  Fund.  Ten  percent  of  this  fund  is 
transferred  to  the  General  Fund;  the  remainder  is 
apportioned  to  cities  and  counties. 

Estimated  revenues  for  the  current  and  budget 
years  compared  with  the  actual  revenue  for  1970-71 
are  shown  below. 

TABLE  8 

Alcoholic  Beverage  Taxes  and  Fees 
(In  thousands) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

Distilled  spirits   $90,765  $95,500  $100,000 

Beer )  14,876  16,620 

Dry  wine I      irtqi*  504  553 

Sweet  wine f      10,'yl  252  244 

Sparkling  wine )  1,368  1,483 

Total,  Excise  Taxes $106,555      $112,500       $118,900 

Liquor   License   Fees 20,606  19,800  20,100 

Total,  Taxes  and  Fees  __       $127,161  $132,300  $139,000 

General  Fund $113,552  $119,500  $126,000 

Special  Fund $13,609  $12,800  $13,000 

*  Cannot  be  separated  due  to  credits  and  adjustments. 


Horse  Racing  Tax — $77700,000 

The  major  portion  of  horse  racing  revenue  is  de- 
rived from  a  license  fee  on  parimutuel  wagering.  In 
addition  to  these  collections,  the  state  receives  revenue 
from  breakage  (the  odd  cents  not  paid  to  winning 
ticket  holders),  unclaimed  parimutuel  tickets,  occupa- 
tional licenses,  fines  and  penalties,  and  other  miscel- 
laneous receipts. 

The  estimate  of  horse  racing  revenue  is  based  on  a 
projection  of  the  total  handle  (amount  wagered)  at 
each  track,  taking  into  consideration  past  ex- 
perience, law  changes,  and  revisions  in  the  racing  cal- 
endar. All  major  sources  of  revenue  are  projected  by 
track  to  yield  total  horse  racing  revenue.  The  total 
revenue  is  then  distributed  among  three  funds:  the 
Wildlife  Restoration  Fund  receives  $750,000  in  license 
fees  each  fiscal  year;  the  Fair  and  Exposition  Fund 
retains  a  certain  portion  of  license  fees  and  occupa- 
tional licenses  based  on  their  projected  needs ;  and  the 
remaining  revenue  is  deposited  in  the  State  General 
Fund. 

Legislation  enacted  in  1970  increased  the  parimu- 
tuel pool  takeout  from  14  percent  to  15.25  percent 
while  revising  the  rate  schedule  and  its  application. 
The  revenue  attributable  to  the  increased  takeout  was 
allocated  solely  to  the  tracks  and  horsemen,  with  none 
of  the  increase  going  to  the  state. 


Prior  to  this  law  change,  the  state  license  fee  rates 
were  based  on  a  progressive  schedule  ranging  from  5 
percent  of  the  first  $10  million  handle  to  8  percent  of 
the  handle  in  excess  of  $125  million.  The  current 
license  fee  rates  range  from  6.10  percent  of  the  first 
$20  million  handle  to  7.45  percent  if  the  total  handle 
is  in  excess  of  $180  million.  The  current  application  of 
these  rates  is  as  follows:  a  base  rate  of  6.10  percent 
is  applied  to  the  first  $20  million  handled  and  one 
other  rate,  based  on  the  total  handle,  is  applied  to  that 
amount  over  $20  million.  Any  association  which  han- 
dles less  than  $20  million  applies  only  one  license  fee 
rate — 5.5  percent. 

When  the  1970  law  became  effective,  there  were 
three  meets  in  progress.  The  California  Horse  Racing 
Board  ruled  that  each  of  these  three  meets  would  be 
split  and  treated  as  two  separate  meets  for  purposes 
of  the  application  of  the  new  rates.  This  ruling,  as 
opposed  to  treating  these  meets  as  continuous,  would 
have  resulted  in  a  state  revenue  loss  of  $565,000  in 
1970-71.  A  subsequent  California  Horse  Racing  Board 
decision  offset  a  portion  of  this  potential  revenue  loss 
by  providing  additional  racing  days  which  generated 
$290,000  in  1970-71.  The  net  impact  of  these  rulings 
on  1970-71  state  horse  racing  revenue  was  a  loss  of 
$275,000  ($265,000  in  breakage  and  $10,000  in  license 
fees). 

Assembly  Bill  205  enacted  in  1971  made  the  follow- 
ing changes  in  the  horse  racing  law: 

(1)  the  parimutuel  takeout  was  increased  from 
15.25  percent  to  15.75  percent  with  all  the  increased 
revenue  allocated  to  the  tracks  and  horsemen ; 

(2)  the  geographical  breakdown  of  California 
used  for  racing  week  allocation  was  changed  from 
a  two-region  to  a  three-zone  concept ; 

(3)  nine  additional  weeks  of  quarter  horse  racing 
and  nine  new  weeks  of  harness  racing  were  granted 
to  the  newly-formed  Southern  Zone  effective  as  soon 
as  possible,  as  well  as  two  additional  weeks  of  har- 
ness racing  in  the  new  Central  Zone  beginning  in 
1974; 

(4)  the  December  31,  1972  expiration  date  for 
the  exempt  breakage  provision  was  eliminated.  This 
allows  tracks  with  less  than  $125  million  total  han- 
dle to  retain  one-half  of  the  breakage  on  the  first 
$24  million  handle  and  all  of  the  breakage  on  the 
handle  between  $24  and  $50  million  to  be  used  for 
purse  supplementation ; 

(5)  the  local  property  tax  on  racehorses  was 
changed  by  substituting  an  annual  fee  schedule  for 
the  ad  valorem  tax. 

The  projected  fiscal  impact  of  this  1971  legislation 
assumes  that  the  nine  additional  weeks  of  quarter 
horse  racing  and  the  nine  new  weeks  of  harness  rac- 
ing will  be  scheduled  in  the  first  half  of  1973.  The 
impact  on  1972—73  revenues  of  these  additional  weeks 
of  racing  will  be  a  gain  of  about  $1.7  million  while 
the  extension  of  the  exempt  breakage  provision  results 
in  a  $1.2  million  revenue  loss  since  that  amount  would 
have  otherwise  become  state  revenue.  The  net  effect 
in  1972-73  of  this  legislation  will  therefore  be  a  $500,- 
000  revenue  gain.  Total  parimutuel  handle  for  all 
tracks,  total  receipts  from  horse  racing,  and  the  final 
distribution  of  this  money  among  the  various  funds 
is  showa  in  Table  9. 
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TABLE  9 

Sources  and  Distribution  of  Horse  Racing  Revenue 
(In  thousands) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

Total  handle $882,830       $014,000       $9Nl,6O0 

Receipts 

License    fees    59.222  61,575  65.700 

Breakage    4.613  5,075  5,125 

Unclaimed  parimutuel 

tickets     479  525  550 

Occupational  licenses,  fines 
and  penalties,  and 
miscellaneous    2S7  300  325 

Total  Revenue   $64,601  $67,475  $71,700 

Distribution 

General   Fund $55„S50  $59,206  $62,7*4 

Fair  and  Exposition  Fund  _  S.001  7,519  8,166 

Wildlife  Restoration  Fund—  750  750  750 

Private  Car  Tax— $5,300,000 

Kailroad  cars  owned  by  companies  other  than  rail- 
roads are  taxed  by  the  state  rather  than  by  local 
governments.  The  statewide  property  tax  rate  during 
the  preceding  fiscal  year  is  applied  against  assessed 
valuations  as  determined  by  the  State  Board  of  Equal- 
ization. 

Based  upon  assessed  value  of  $44.2  million  and  a 
rate  of  $10.85  per  $100  of  assessed  value,  current  year 
collections  will  total  $4,796,000.  Actual  collections  in 
1970-71  were  $4,148,000.  Collections  for  1972-73  are 
estimated  at  $5,300,000. 

Nontax  Receipts— $171 ,213,000 

Miscellaneous  receipts  for  the  General  Fund  will 
total  $171,213,000  in  the  budget  year,  a  decrease  of 
$7,565,000  from  the  corresponding  figure  for  the  cur- 
rent period  and  down  $21,585,000  from  1970-71.  These 
reductions  are  attributable  primarily  to  the  treatment 
of  many  departmental  revenues  as  reimbursements. 
Miscellaneous  revenue  is  made  up  of  five  categories: 
medical  aid  reimbursements — $49.7  million ;  interest 
income — $45.8  million  ;  pay  patients  and  county  board 
charges  at  hospitals — $21.2  million;  traffic  penalties — 
$16.4  million;  and  all  other — primarily  charges  for 
certain  services  to  business  and  individuals  and  sales 
of  property — $38.2  million. 

SPECIAL  FUND  REVENUE 

Provisions  of  the  State  Constitution,  codes  and 
statutes  restrict  the  use  of  certain  revenue  for  specified 
purposes,  and  these  receipts  are  separately  accounted 
for  in  various  special  funds.  In  general,  they  comprise 
three  categories  of  income:  (1)  receipts  from  broad 
tax  levies  which  are  allocated  to  specified  functions ; 
(2)  charges  for  special  services  to  specific  groups; 
and  (3)  rentals,  royalties  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle  taxes 
and  fees  illustrate  the  first  of  these  classes.  License 
fees  for  the  regulation  of  business  and  professions 
are  typical  of  the  second.  Oil  and  gas  royalties,  now 
assigned  primarily  to  capital  outlay  for  public  higher 
education  and  water  development,  are  examples  of  the 
third.  In  addition,  interest  received  by  the  investment 
of  special  fund  money  is  deposited  in  the  fund  for 
which  the  investments  are  held. 

Motor  vehicle  taxes  and  fees  account  for  almost  84 
percent  of  all  special  fund  revenue.  Principal  sources 


of  this  income  are  the  motor  vehicle  fuel  taxes,  regis- 
tration and  weight  fees,  vehicle  license  fees,  and  the 
transportation  tax.  During  the  1972-73  fiscal  year, 
$1,331,428,000  will  be  derived  from  the  ownership  or 
operation  of  motor  vehicles.  Approximately  $585 
million  of  this  revenue  will  be  returned  to  local  gov- 
ernments. The  remainder,  except  for  the  transfer  of 
$20,000,000  from  the  Motor  Vehicle  Transportation 
Tax  Fund  to  the  State  School  Fund,  will  be  available 
for  various  activities  related  to  state  highways  and 
services  to  vehicle  owners. 

Thirty  percent  of  the  cigarette  tax  revenue  is  now 
deposited  in  a  special  fund  for  distribution  to  the 
cities  and  counties.  In  1972-73,  receipts  for  this  fund 
are  estimated  at  $74.5  million. 

Charges  for  special  services  to  industry,  business 
and  the  professions,  together  with  hunting,  fishing 
and  liquor  licenses  and  other  regulatory  fees,  will 
amount  to  $68.2  million  in  1972-73.  Rents,  royalties 
and  other  miscellaneous  receipts  are  estimated  to  total 
$95.2  million.  Interest  from  investments  held  for  the 
various  special  funds  is  projected  at  $12.5  million. 

Motor  Vehicle  Fuel  Taxes — $731,400,000 

Taxes  levied  on  gasoline,  diesel  fuel  and  liquefied 
petroleum  gas  constitute  the  major  source  of  Califor- 
nia's highway  financing.  Gasoline  tax  revenues  are 
estimated  on  the  basis  of  average  gasoline  consumption 
per  vehicle;  655  gallons  is  projected  for  the  current 
year  and  653  gallons  for  the  budget  year.  Average 
consumption  per  vehicle  was  657  gallons  in  1970-71. 

The  factors  responsible  for  the  decline  in  average 
per  vehicle  gasoline  consumption  are: 

(1)  the  appearance  of  more  small  economy  cars 
on  the  highways, 

(2)  the  increase  of  multi-vehicle  families, 

(3)  rising  parking  rates  in  downtown  areas,  and 

(4)  the  greater  availability  of  attractive  rapid 
transit  facilities. 

Estimated  tax  receipts  are  computed  by  applying 
the  seven-cent  per  gallon  tax  rate  to  total  gallonage. 

Highway  consumption  of  diesel  fuel  is  estimated 
by  projecting  a  trend  based  on  past  tax  collections 
with  adjustments  made  for  changes  in  economic  activ- 
ity. The  tax  rate  is  seven  cents  per  gallon  on  diesel 
fuel,  except  for  local  transit  systems  which  pay  one 
cent  per  gallon.  It  is  anticipated  that  revenues  de- 
rived from  the  six  cent  per  gallon  tax  on  LPG  will 
be  minor  since  1971  legislation  has  exempted  LPG 
when  used  in  vehicles  meeting  the  State  Air  Resources 
Board  emission  standards. 

Actual  and  estimated  revenues  from  motor  vehicle 
fuel  taxes  are  shown  below. 

(In  thousands) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

Gasoline      $634,134  $659,615  $684,400 

Diesel  and  LPG 40,501  44,800  47,000 

Total      $674,635       $704,415       $731,400 

Motor  Vehicle  Fees— $569,350,000 

Registration,  weight  and  vehicle  license  fees  account 
for  the  major  portion  of  motor  vehicle  fee  receipts. 
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Drivers'  license  fees  and  various  other  charges  related 
to  vehicle  operation  make  up  the  balance.  New  vehicle 
sales  in  California  are  expected  to  exceed  the  record 
1971  level  in  both  1972  and  1973.  This  assumption  is 
based  on  the  elimination  of  vehicle  excise  taxes  effec- 
tive August  15,  1971,  the  prevailing  wage  and  price 
controls,  an  optimistic  national  forecast  of  new  vehicle 
sales,  and  the  general  economic  recovery.  New  vehicle 
sales  are  estimated  at  1,495,000  in  1972  as  compared 
to  1,400,000  estimated  for  1971.  In  1973  new  vehicle 
sales  are  projected  to  total  1,470,000.  Allowing  for 
scrappage  and  vehicles  entering  and  leaving  California, 
total  fee-paid  registrations  at  yearend  are  estimated 
at  14,256,000  for  1971,  14,857,000  for  1972,  and  15,- 
427,000  for  1973.  Based  on  these  estimates,  registra- 
tion and  weight  fees  are  anticipated  to  amount  to 
$264,600,000  in  the  current  year  and  $275,000,000  in 
the  budget  year. 

A  license  fee  is  imposed  for  the  privilege  of  oper- 
ating a  vehicle  upon  public  highways  in  this  state.  It 
is  computed  at  2  percent  of  the  market  value  of  the 
vehicle  (a  decreasing  percentage  of  the  base  price  — 
exclusive  of  optional  equipment  in  the  vehicle),  and 
is  assessed  on  all  vehicles  subject  to  registration  under 
the  Vehicle  Code.  Revenue,  therefore,  is  contingent 
upon  the  number  of  vehicles  in  the  state,  the  age 
distribution  of  those  vehicles,  and  their  original  base 
price.  New  car  values  are  increasing  and  the  trend  is 
expected  to  continue.  Because  new  vehicle  sales  were 
lower  than  expected  during  the  latter  half  of  1970, 
renewal  fees  for  1971  were  somewhat  depressed.  How- 
ever, new  car  sales  in  early  1971  partially  compen- 
sated for  that  revenue  loss.  These  increased  sales  in 
1971  will,  in  turn,  result  in  higher  renewal  fees  in 
1972.  Similarly,  substantial  increases  in  trailer  coach 
and  mobile  home  sales  during  1971  will  generate 
greater  renewal  fee  revenue  in  the  budget  year. 

Total  revenues  from  motor  vehicle  fees  are  shown 
below. 


(In  millions) 

Actual  Estimated  Estimated 

1970-71  1971-72  1972-73 

Vehicle  license  fees $237.5  $256.6  $270.8 

Registration  and  weight 

fees   254.1  264.6  275.0 

Drivers'   licenses   fees 12.6  12.7  12.9 

Other    9.0  10.3  10.7 

Total    $513.2  $544.2  $569.4 

Transportation  Tax — $29,400,000 

The  motor  vehicle  transportation  license  tax,  or 
"truck  tax",  is  imposed  on  vehicle  operators  who 
transport  persons  or  property  for  remuneration.  The 
rate  of  tax  is  1.5  percent  of  the  operator's  gross  re- 
ceipts. 

Among  those  excluded  from  paying  the  truck  tax 
are  school  bus  operators,  those  who  drive  fellow  em- 
ployes to  work  for  compensation  and  those  who  haul 
their  own  property.  Receipts  derived  from  operations 
performed  within  a  city  or  between  two  or  more  ad- 
jacent cities  are  also  exempt. 

The  amount  of  revenue  accrued  from  this  tax  is 
closely  correlated  with  the  prevailing  economic  condi- 
tions and  the  magnitude  of  diesel  fuel  distributions. 
The  transportation  tax  produced  $25,456,000  in  1970- 
71  and  is  estimated  to  yield  $27,300,000  and  $29,400,- 
000  for  the  current  and  budget  years,  respectively. 
The  State  School  Fund  was  apportioned  $18  million 
and  $20  million  in  1970-71  and  1971-72,  respectively  ; 
and  $20  million  is  proposed  to  be  diverted  in  the 
budget  year. 

Other  Special  Fund  Revenue — $161,003,000 

For  the  most  part,  nontax  revenue  flowing  to  spe- 
cial funds  represents  regulatory  fees  on  business  and 
professions,  charges  for  special  services  to  designated 
groups  and  royalties  from  oil  and  gas  production  and 
state-owned  land. 

For  the  budget  year,  these  revenues  will  total  $161,- 
003,000  compared  with  $113,785,000  in  the  current 
year.  Actual  receipts  in  1970-71  were  $125,767,000. 
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TABLE  10 
SUMMARY  OF  STATE   POPULATION,   INCOME  OF  CALIFORNIA   RESIDENTS,  AND   STATE  TAX  COLLECTIONS 

Excluding.  Departmental,  Interest  and  Miscellaneous  Revenue 


Estimated 

State  Tax  Collections 

Taxes  per  $100  of 

Population 

General 

Special 

Taxes  per  Capita 

Personal  Income 

July  1st 

Personal 

Income 

Fund 

Funds 

Total 

(Thou- 

Income 

per 

Fiscal 

(Thou- 

(Thou- 

(Thou- 

General 

Special 

General 

Special 

Year 

sands) 

(Millions) 

Capita 

Year 

sands) 

sands) 

sands) 

Fund 

Funds 

Total 

Fund 

Funds          Total 

CASH  BASIS 

1950 

10,643 

$19,774 

$1,858 

1950-51. .. 

$647,992 

$295,542 

$943,534 

$59.52 

$27.15 

$86.67 

$3.28 

$1.49 

$4.77 

1951  

11,130 

22,756 

2,045 

1951-52-.. 

709,245 

322,699 

1,031,944 

62.30 

28.35 

90.65 

3.11 

1.42 

4.53 

1952 

11,638 

25,214 

2,167 

1952-53-.. 

754,048 

346,480 

1,100,528 

63.53 

29.19 

92.72 

2.99 

1.37 

4.36 

1953_-_ 

12,101 

27,002 

2,231 

1953-54--. 

772,250 

442.538 

1,214,788 

62.74 

35.95 

98.69 

2.86 

1.64 

4.50 

1954 

12,517 

27,682 

2,212 

1954-55. _. 

831,899 

467,814 

1,299,713 

65.19 

36.66 

101.85 

3.01 

1.69 

4.70 

1955 

13,004 

30.378 

2,336 

1955-56- _. 

972,828 

524,765 

1,497,593 

73.18 

39.48 

112.66 

3.20 

1.73 

4.93 

1956.. 

13,581 

33,177 

2,443 

1956-57- _. 

1,042,773 

554,713 

1,597.486 

75.13 

39.97 

115.10 

3.14 

1.67 

4.81 

1957 

14,177 

35,497 

2,504 

1957-58.-. 

1,069,809 

572,490 

1,642,299 

73.99 

39.59 

113.58 

3.01 

1.61 

4.62 

1958. 

14,741 

37,361 

2,534 

1958-59..- 

1,170,890 

594,587 

1,765,477 

77.98 

39.60 

117.58 

3.13 

1.59 

4.72 

1959 

15,288 

41,010 

2,682 

1959-60.-. 

1,443,296 

633,492 

2,076,788 

92.66 

40.67 

133.33 

3.52 

1.54 

5.06 

1960_ _ 

15,863 

42,980 

2,709 

1960-61..- 

1,537,347 

656,815 

2,194,162 

95.39 

40.76 

136.15 

3.58 

1.53 

5.11 

1961 

16,366 

45,678 

2,791 

1961-62-.. 

1,645,300 

669,267 

2,314,567 

98.90 

40.23 

139.13 

3.60 

1.47 

5.07 

1962 

16,905 

49,051 

2,902 

1962-63 ... 

1,791,038 

711,185 

2,502,223 

104.06 

41.32 

145.39 

3.65 

1.45 

5.10 

1963 _. 

17,517 

52,615 

3,004 

1963-64--. 

2,057,962 

813,937 

2.871,900 

115.82 

45.81 

161.63 

3.91 

1.55 

5.46 

1964.- 

18,020 

56,570 

3,139 

1964-65--. 

2,161,157 

931,958 

3,093,115 

118.39 

51.05 

169.44 

3.82 

1.65 

5.47 

1965 

18,490 

60,234 

3,258 

1965-66... 

2,398,958 

971,625 

3,370,582 

128.49 

52.04 

180.53 

3.98 

,    1.61 

5.60 

1966 

18,850 

65,156 

3,457 

1966-67... 

2.422,275 

993,277 

3,415,552 

127.12 

52.17 

179.38 

3.72 

1.52 

5.24 

ACCRUAL  BASIS 

1966 - 

18,850 

65,156 

3,457 

1966-67... 

2,746,888 

1,091,387 

3,838,275 

144.26 

57.32 

201.58 

4.22 

1.68 

5.89 

1967 - -. 

19,232 

69,936 

3,636 

1967-68... 

3,557,610 

1,118,311 

4,675,921 

183.68 

57.74 

241.41 

5.09 

1.60 

6.69 

1968.... 

19,506 

76,867 

3,941 

1968-69... 

3.962,520 

1,210,229 

5,172,748 

201.54 

61.55 

263.08 

5.16 

1.57 

6.73 

1969 

19,817 

83,192 

4,198 

1969-70... 

4,125,607 

1,283,258 

5,408,865 

207.18 

64.44 

271.62 

4.96 

1.54 

6.50 

1970 

20,009 

88,825 

4,439 

1970-71... 

4,290,263 

1,308,150 

5,598,413 

213.05 

64.96 

278.02 

4.83 

1.47 

6.30 

1971 - 

20,265 

93,427 

4,610 

1971-721- - 

5,130,102 

1,372,840 

6,502,942 

251.65 

67.34 

319.00 

5.49 

1.47 

6.96 

1972 

20,506 

100,885 

4,920 

1972-73t-. 

5,605,984 

1,429,044 

7,035,028 

271.69 

69.26 

340.94 

5.56 

1.42 

6.97 

f  Estimated. 

Population  estimated  by  the  State  Department  of  Finance. 

Personal  income,  1950  through  1970,  from  estimates  by  the  Office  of  Business  Economics,  United  States  Department  of  Commerce.  Data  for  1971  and  1972  are  estimates  by 

the  State  Department  of  Finance. 
Taxes  per  capita  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  the  fiscal  year. 
Note:  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 

TABLE  11 
COMPARATIVE  YIELD  OF  STATE  TAXES,   1950-51    THROUGH   1972-73 

(In  Thousands) 


Year  Ending 
June  30 


Sales        Personal    Bank  and  Inheritance  Distilled 

and  Use       Income  Corporation1  Cigarette     and  Gift    Insurance      Spirits 


Horse 
Racing 


Liquor 
License 


Beer 
and  Wine 


Private 
Car 


Motor 
Vehicle 

Fuel' 


Motor      Transpor- 
Vehicle         tation 
Fees1  Tax 


CASH  BASIS 

1951 $399,243 

1952 417,693 

1953. 460,110 

1954 465,051 

1955 492,917 

1956 564,225 

1957 600,102 

1958 605,238 

1959 631,514 

1960 709,648 

1961 711,702 

1962 749,523 

1963 813,465 

1964.. 876,944 

1965 939,649 

1966 1,096,162 

1967. 1,053,249 

ACCRUAL  BASIS 
1967.......  1,190,750 

1968 1,464,927 

1969 1,652,979 

1970. 1,753,611 

1971 -  1,808,052 

1972t 1,973,000 

1973f 2,110,000 


$75,891 
90,914 
94,551 
96,169 
106.738 
127,816 
143,290 
149,269 
160,553 
246,585 
269,103 
299,034 
322,012 
392,341 
410,109 
454,625 
500,086 


626,697 
952,487 
1,101,691 
1,152,053 
1,264,383 
1,747,000 
1,880,000 


$98,245 
120,127 
119,127 
125,026 
133,661 
157,088 
167,431 
173,599 
174,003 
240.735 
272,718 
290,870 
311,251 
405,431 
416,247 
435,597 
453,292 


453,292 
576,874 
592,303 
587,013 
532,091 
673,000 
780,000 


$64,805 
66,024 
66,054 
70,194 
71,822 
74,477 
74,578 
75,597 


78,191 
219,272 
237,328 
236,878 
239,721 
245,100 
248,300 


$23,671 
29,165 
23,474 
24,112 
30,250 
36,334 
38,540 
45,331 
44,943 
47,189 
76,803 
76,012 
92,432 
102,195 
114,464 
123,781 
114,413 


141,899 
135,554 
158,815 
164,299 
185,699 
211,000 
291,100 


$23,447 
25,732 
29,171 
34,325 
38,501 
39,104 
42,529 
46,037 

105,832 
61,530 
66,745 
71,699 
77,970 

107,200 
95,199 

100,854 

107,186 


131,226 
121,155 
130,312 
136,733 
158,423 
171,000 
187,000 


$16,094 
14,430 
15,615 
15,546 
16,108 
33,970 
34,902 
33,963 
36,685 
40,369 
41,274 
45,418 
48,152 
50,145 
53,915 
56,718 
59,564 


64,733 
81,700 
85,494 
89,793 
90,765 
95,500 
100,000 


$16,368 
20,042 
20,960 
22,512 
22,838 
24,891 
26,695 
25,948 
28,087 
36,288 
37,260 
38,311 
41,663 
43,442 
47,560 
47,443 
49,311 


49,311 
54,799 
59,839 
58,244 
64,601 
67,475 
71,700 


$8,106 
7,828 
8,687 
8,586 
9,213 
9,638 
10,616 
11,297 
11,962 
12,379 
13,044 
13,533 
13,939 
14,274 
14,596 
14,878 
14,954 


14,954 
15,736 
18,821 
19,401 
20,630 
19,800 
20,100 


$3,796 

3,730 

4,069 

3,989 

4,172 

4,373 

4,361 

4,595 

5,129 

10,016 

9,704 

10,495 

10,659 

11,299 

12,422 

12,606 

13,751 


14,964 
13,196 
14,118 
16,115 
15,791 
17,000 
18,900 


$891 
1,089 
1,127 
1,222 
1,301 
1,330 
1.424 
1,590 
1,712 
1,613 
1,668 
1,753 
1,808 
1,846 
2,017 
2,205 
2,477 


2,477 
2,932 
3,865 
3,739 
4,148 
4,796 
5,300 


$149,907 
162,076 
170,871 
234,395 
244,588 
273,086 
291,364 
302,671 
317,709 
336,786 
350,801 
363,771 
386,215 
450,195 
542,822 
551,108 
548,287 


643,698 
580,487 
625,667 
668,537 
674,635 
705,600 
732,600 


$117,680 
127,809 
130,406 
170,519 
185,505 
209,817 
219,266 
227,153 
236,177 
256,303 
264,842 
274,906 
298,356 
329,584 
353,607 
382,656 
405,061 


405,061 
437,918 
469,655 
498,992 
513,201 
544,200 
569,350 


$10,194 
11,312 
13,359 
13,337 
13,921 
15,921 
16,965 
15,609 
11,171 
12,543 
12,475 
13,187 
14,106 
15,183 
16,030 
17,383 
18,323 


21,023 
18,882 
21,858 
23,458 
25,456 
27,300 
29,400 


1  Includes  the  corporation  income  tax. 

*  Motor  vehicle  fuel  tax  (gasoline),  use  fuel  tax  (diesel  and  liquified  petroleum  gas). 

3  Registration  and  weight  fees,  motor  vehicle  license  fees  and  other  fees. 

t  Estimated. 

Nora:  Data  are  shown  for  1966-67  on  both  bases  in  order  to  facilitate  long-term  comparisons. 
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TABLE  12 
OUTLINE  OF   STATE  TAX   SYSTEM   AS   OF  JANUARY   1,    1972 


Major  Taxes  and  Fees 


Reference 


Code 


Sections 


Base  or  Measure 


Rate 


Administering  Agency 


Fund 


Alcoholic  Beverage  Excises: 

Beer 

Distilled  spirits 

Wine: 

Dry... 

Sweet 

Sparkling 

Sparkling  hard  cider 


Bank  and  Corporation: 
General  corporations. 


Banks  and  financial  corporations. 

Cigarette 

Gift. 

Horse  Racing  License 


Inheritance 

Insurance 

Liquor  License  Fees- 


Motor  Vehicle: 
Vehicle  license  fe 
Fuel — gasoline  _  _ 

Fuel — diesel 

Registration  fee. 

Weight  fees 

Transportation.  . 


Personal  Income. 


Preferential  Income: 
Bank  and  corporation. 
Personal 


Private  (Railroad)  Car- 
Retail  Sales  and  Use — 


R  &  T  (1) 
R  &  T 

RAT 
R  &  T 
R  &  T 
R  &  T 


R  &  T 
R  &  T 
R  &  T 
R  &  T 
B  &  P  (7) 

R  &  T 
R  &  T 
B  &  P 


R  &  T 
R  &  T 
R  &  T 
Vehicle 
Vehicle 
R  &  T 

R  &  T 


R  &  T 
R  &  T 


R  &  T 
R  &  T 


32151(a) 
32201(a) 

32151(b) 
32151(c) 
32151(d) 
32151(e) 


23151 
23501 
23183 

30101 

15206 

19611 
19612 
19614 
19491 
13404 

12202 

23320 


10751 
7351 
8651 
9250 
9400 
9651 

17041 


23400 
17062 


Gallon. 
Gallon- 
Gallon. 
Gallon- 
Gallon. 
Gallon. 


Net  income 

Net  income — 

Package 

Market  value  _ 


Amt.  wagered. 
Breakage 


Market  value 

Gross  Premiums. 
Type  of  license.  _ 


Market  value 

Gallon 

Gallon 

Vehicle 

Unladen  weight. 
Gross  receipts 


Taxable  income  . 


Preference  income. 
Preference  income  . 


11401 


6051 
6201 


Valuation. 


Receipts  from  et 
taxable  items 


;  of 


$0.04 
2.00 

.01 
.02 
.30 
.02 


7.6%  (3) 
11.6%  Max. 
$0. 10  (5) 

3-24% 

5.5-7.45% 
0-100% 

3-24% 
2.35%  (9) 
Various 


2% 
$0.07 
.07 
11.00 

Various 

m% 

1-10% 


2.5% 
2.5% 

(15) 

4%  (16) 


Equalization  (2). 
Equalization 


Equalization  _ 
Equalization. 
Equalization. 
Equalization  _ 


Franchise  (4) 

Franchise 

Equalization 

Controller 

Horse  Racing  Board. 


Controller 

Insurance  Comm.. 


Alcoholic  Beverage 
Control  Dept 


Motor  Vehicle  Dept._ 

Equalization 

Equalization 

Motor  Vehicle  Dept._ 
Motor  Vehicle  Dept._ 
Equalization 


Franchise. 


Franchise- 
Franchise- 


Equalization. 

Equalization. 


General 
General 

General 
General 
General 
General 


General 

General 

Cigarette  Tax  Fund  (6) 

General 

Fair  and  Expo.  (8), 
Wildlife  Restoration 
and  General 

General 

General 

Alcohol  Bev.  (10)  and 
General 


Vehicle  License  Fee  (11) 

Fuel  (12) 

Fuel 

Motor  Veh.  (13) 

Motor  Vehicle 

Transp.  Tax  (14) 

General 


General 
General 


General 
General 


(1)  Revenue  and  Taxation  Code. 

(2)  State  Board  of  Equalization. 

(3)  Minimum  tax  $200  per  year,  not  applicable  to  banks. 

(4)  Franchise  Tax  Board. 

(5)  This  tax  is  levied  at  the  rate  of  5  mills  per  cigarette. 

(6)  30  percent  of  the  cigarette  tax  is  remitted  to  local  jurisdictions. 

(7)  Business  and  Professions  Code. 

(8)  For  support  of  county  fairs  and  similar  activities. 

(9)  Ocean  marine  insurance  is  taxed  at  the  rate  of  5  percent  of  underwriting  profit  attributable  to  California  business.  A  special  rate  also  applies  to  certain  types  of 

insurance  and  annuities. 

(10)  For  return  to  cities  and  counties. 

(11)  For  payment  of  administrative  costs  and  apportionment  to  counties,  cities  and  school  districts. 

(12)  For  administrative  expense  and  apportionment  to  state,  counties  and  cities  for  highways,  airports  and  small  craft  harbors. 

(13)  For  support  of  State  Department  of  Motor  Vehicles,  California  Highway  Patrol,  state  highways  and  environmental  protection. 

(14)  For  administrative  expenses  and  state  highways. 

(15)  Average  property  tax  rate  in  the  state  during  preceding  year. 

(16)  Rate  decreases  to  3.75%  July  1,  1972.  Extends  tax  to  gasoline  sales. 
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CLASSIFICATION   OF   FUNDS   IN   THE   STATE  TREASURY 

The  Budget  totals  of  revenues  and  expenditures  reflect  the  activities  of  many 
separate  funds.  See  Schedules  4  and  5  for  complete  list  of  these  funds.  They 
are  segregated  into  the  following  classifications : 

GENERAL  FUND — Consists  of  money  received  into  the  State  Treasury  not 
required  by  law  to  be  credited  to  any  other  fund,  to  be  used  for  general 
purposes  of  State  Government. 

SPECIAL  FUNDS — Funds  created  to  receive  certain  revenues  or  to  finance 
particular  activities  which  are  for  general  purposes  of  State  Government  or 
are  for  activities  subject  to  the  regulatory  or  police  powers  of  the  state. 

OTHER  FUNDS— See  Schedule  5  for  list  of  funds  which  are  not  included  in 
the  Budget  totals.  They  consist  of  moneys  which  were  derived  from  sources 
other  than  general  or  special  taxes,  licenses,  fees  or  other  state  revenues.  There 
are  receipts  from  the  Federal  Government,  funds  created  for  accounting 
purposes,  receipts  from  sale  of  lands,  or  moneys  held  in  trust.  Funds  not 
included  in  the  Budget  totals  are  segregated  into  the  following  classifications : 

Working  Capital  and  Revolving  Funds — Funds  created  to  finance  services  for 
governmental  agencies  for  which  charges  are  made  at  cost  to  maintain  a 
fixed  accountability.  The  charges  are  reflected  as  expenditures  in  the  Budget 
at  the  agency  receiving  the  commodity  or  service. 

Public  Service  Enterprise  Funds — Activities  operated  under  state  control  for 
the  benefit  of  the  public.  Funds  are  derived  from  charges  to  those  who  use 
the  service  and  no  support  is  derived  from  taxes,  licenses  or  other  state 
revenues.  These  functions  are  not  subject  to  the  regulatory  or  police  powers 
of  the  state. 

Bond  Funds — To  hold  proceeds  from  the  sale  of  bonds  and  to  finance  projects 
for  which  the  bonds  were  authorized.  The  cost  to  the  state  is  charged  at  the 
time  interest  payments  are  made  and  when  the  bonds  are  redeemed.  (See 
Treasury  funds  for  which  no  detailed  transactions  are  reported  in  the 
Budget.) 

Retirement  Funds — Moneys  held  in  trust  by  the  state  for  retirement  benefit 
payments. 

Debt  Service  Funds— Moneys  held  by  the  state  to  be  used  for  payment  of 
interest  or  for  redemption  of  bonds. 

Trust  and  Agency  Funds — Funds  holding  moneys  in  trust  pending  disburse- 
ments to  trustors,  moneys  received  from  the  Federal  Government  to  be 
expended  for  specific  purposes,  and  other,  funds  which  do  not  derive  their 
sources  from  taxes  or  other  state  revenues,  or  are  in  the  nature  of  transitory 
funds  created  for  the  convenience  of  accounting  receipts  or  disbursements 
which  are  not  necessarily  revenues  or  expenditures. 
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Accumulated 

aurplus 
Juno  30,  1973 

$157,888,146 

'348,081,000 

'1,322,461 

■150,000,000 

1       5,440,611 
\      "2,423,163 

•8,212 

•1,187,000 
-667,853 
•4,200,000 

1,048,763 

•35,122,501 
40,173 

150,845 

"14,451,998 

296,944 

•3,800,000 

196,565 
207,773 

||| 
1-8- 

(+1,609,923) 

(-10,787.887) 

(-8,939,000) 

(-48,000,000) 
(-7,968,911) 

+2,310,000 

+3,400,000 

(+10,787,887) 
(+3,939,000) 

Estimated 

expenditures 

1972-73 

$6,657,115,406 

(+8,989,000) 

(+48,000,000) 
(+7,968,911) 

10,796,277 

3,331,200 

12,917,000 
1,438,280 

11,487,887 

-10,787,887 

1,626,134 

2,197,918 

700,000 
39,057,000 

115,177 

74,300,000 

209,310 

4,539,000 

-3,939,000 

322,706 

254,886 

Estimated 
income 
1972-73 

$5,779,856,036 
(+2,609,923) 

7,992,698 

-1,132,425 

13,000,000 
1,426,846 

1,676,760 
1,278,000 

25,031,000 
43,692.440 

118,216 

74,500,000 

209,419 

306,300 
260,526 

i  &s 

3    3    o 
g    m    C 

$46,386,428 

'331,655,000 

>6,609,549 

■150,000,000 

f       5,867,1901 
\      b2,499,183J 

•1,071,837 

■1,104,000 
-545,419 
•4,900,000 

998,147 

919,918 

•10,791,501 

-4,495,267 

147,807 

"14,261,998 

296,836 

"4,400,000 

212,971 
202,134 

Transfers 

between 

funds 

(+8,363,993) 
(+1,268,022) 

(-10,283,496) 

(-11,774,000) 
(-8,786,000) 

(-79,000,000) 
(-8,983,223) 

+2,310,000 

+3,100,000 

(+10,283,496) 

1       +168,4711 
\(— 3,383,993)/ 

(+11,774,000) 
(+3,755,000) 

Estimated 

expenditures 

1971-72 

$4,975,961,601 

(+10,288,496) 

(+11,774,000) 
(+8,766,000) 

(+79,000,000) 
(+8,983,223) 

10,285,661 

3,457,340 

12,657,961 

1,404,222 

10,749,804 

-10,283,496 

1,470,977 

680,100 

-2,713,993 

26,948,176 
-11,774,000 

114,214 
73,200,000 

208,518 

4,344,967 

-3,755,000 

311,237 

248,580 

-a 

$6,314,645,913 

(+3,368,998) 
(+2,268,022) 

6,721,787 

-1,074,885 

12,800,000 
1,403,825 

1,567,411 
1,171,000 

85,000 
-3,363,993 
22,248,181 

117,795 

73,500,000 

225,607 

264,310 
168,002 

Accumulated 

surpluB 
June  30,  1971 

-$170,407,565 
'343,894,770 
'22,379,460 
l 

6,663,261] 

"481,803[ 

y      b2,575,163j 

•2,604,062 

•961,961 
-545,022 
"5,366,308 

901,713 
"1,760,091 
-1,331,073 

"11,188,030 

"6,543,830 
-18,113,102 

144,226 

"13,951,998 

279,746 

•4,989,967 

259,898 
282,652 

E  c 

a,    a    a 

,                            <no~<t-         eo  o      '                »<a      i   o   Co   o  t-   a                o                «o  o      i      i      <  >o      i      i         ^-*i-3hioO'                   ,  p      '      ' 
i                                   ooOO            »«    Co        ,                    QJ        ,    Co    *-    »o    oo    O                   CO                   — i    CO    OO        ■        >        ■    C-s                            ooiOIOO''        •'£-'■ 
i                            Odd          a»cs,                oiow>->o-9-               o               co  co  co      •      i      i  ©      i      •         odi©ioO''''coi 
cs  o   ^         ■*«'     !                to      !   Co   so   >^  oo   oo                o                r-T  «  —      !      !      I  or,      !                ^I^loo,,,,^, 
oo   co   co          °o_i_,                oo      ,  co   »«     ,     <o   -*               -h                ~    ^    _                   ,  <o      ,                 3>      i  co      ,  o  o      >      .      ,      ,  ' 
*,  N  o          icj—      ;                es      ,   ©3   oo     1     oo    -~                oo                o  o  o      ;      ,      |  n      ,                toitOiOsr-^,,,,00,1 
+  .-T  oo          «*             ■                a      '  «;'  «  ^"  m"  «                o*                co  .*  ~*      '      <      ■  co      '      '         r*      '  co      >  co  ^      .      ,            !  c?      !      ! 

i               ""  +  +     ±      i        litsl     ?  1        +        +  +  '    :    i   i +  i    i     ~i7:+?iiii±:i 

Actual 

expenditures 

1970-71 

$4,853,860,163 

(+9,266,026) 

(+68,200,000) 

(+8,866,870) 

(+1,160) 

(+92,808,087) 
(+6,146,400) 

13,485,911 

2,200,821 

15,283,818 

1,416,233 

9,731,433 

-9,266,025 

1,371,071 

413,163 

-11,674,083 

8,327,418 
-68,200,000 

101,173 

71,642,625 

190,789 

2,811,352 

-3,856,370 

260,948 

201,674 

Actual 
income 
1970-71 

$4,633,625,657 

(+169,083) 
(+31,700,000) 
(+18,697,004) 

(+2,684,263) 
(+2,000) 

12,190,038 

-1,128,152 

13,608,933 
1,376,268 

1,364,942 
842,181 

-169,083 

848,566 

-13,697,004 

2,641,026 

-31,700,000 

116,273 

71,666,422 

248,131 

272,074 
150,071 

Accumulated 

surpluB 
Juno  30,  1970 

$516,201,161 

8,605,200 

1,190,340 

1,611,380 
2,636,846 
-505,047 
5,831,716 

907,842 

169,083 
12,362,385 

-42,382,880 

129,126 

13,939,201 

222,404 

3,944,949 

248,772 
325,255 

Fund 

GENERAL  FUND.... 

Transfers  from  Other  Funds: 
California  Museum  of  Science  and  Industry  Fund  ... 

Capital  Outlay  Fund  for  Public  Higher  Education 

California  Water  Fund 

Department  of  Human  Resources  Development  Con- 
tingent Fund ___ 

Nurses  Registry  Fund 

Poultry  Testing  Project  Fund. 

Transfers  to  Other  Funds: 

Assembly  Contingent  Fund .. 

California  Museum  of  Science  and  Industry  Fund  ... 

Capital  Outlay  Fund  for  Public  Higher  Education 

Contingent  Funds  of  the  Assembly  and  Senate 

Nurses  Registry  Fund 

Property  Tax  Relief  Fund..     

Senate  Contingent  Fund 

SPECIAL  FUNDS: 
Agriculture  Fund 

Airport  Assistance  Revolving  Fund 

Alcoholic  Beverage  Control  Fund 

Architecture  Public  Building  Fund...  . 
Assembly  Contingent  Fund 

California  Environmental  Protection  Program  Fund.. 

California  Museum  of  Science  and  Industry  Fund 

California  Water  Fund 

Capital  Outlay  Fund  for  Public  Higher  Education 

Chiropractic  Examiners  Fund _ 

Cigarette  Tax  Fund 

Collection  Agency  Fund 

Contingent  Funds  of  the  Assembly  and  Senate 

Repair  Services  Fund... 

Bureau  of  Employment  Agencies  Fund..  ...  
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Schedule  10 
STATEMENT   OF   BONDED   DEBT   OF   THE   STATE   OF   CALIFORNIA  AS   OF   DECEMBER  31,    1971 

(This  statement  does  not  include  bonds  issued  under  authority  of  state  instrumentalities 
which  are  not  general  obligations  of  the  State  of  California) 

Percent  Rate 
Name  of  Issue  of  Interest  Maturity  Authorized  Unsold  Redemptions 

GENERAL  OBLIGATION   BONDS 

GENERAL  FUND  BONDS 
State  Construction  Program  Bond  Act 

of  1955 3J-5        1959-1985     $200,000,000  -        $82,000,000 

State  Construction  Program  Bond  Act 

of  1958 %o-5        1962-1989       200,000,000  -  59,000,000 

State  Construction  Program  Bond  Act 

of  1962 %)-5        1965-1991        270,000,000  -  52,000,000 

State  Construction  Program  Bond  Act 

of  1964 ^lo-SJ       1967-1990        380,000,000  -  47,500,000 

State    Higher    Education    Construction 

Program  Bond  Act  of  1966 34-7         1968-1993        230,000,000  -  19,970,000 

Junior   College  Construction   Bond  Act 

of  1968 3J-64       1970-1991  65,000,000  -  2,200,000 

State    Beach,    Park.    Recreational    and 

Historical   Facilities   Bond   Act   of 

1964    3il0-64       1967-1991        150,000,000         $25,000,000  14,300,000 

Recreation   and  Fish  and  Wildlife  En- 
hancement Bond  Act  of  1970 4J-5|       1972-1991  60,000,000  50,000,000 

California    Clean    Water   Bond   Act   of 

1970    3J-5f       1972-1991       250,000,000        200,000,000 

Subtotals,  General  Fund  Bonds $1,805,000,000       $275,000,000       $276,970,000 

PARTIALLY  SELF-LIQUIDATING  BONDS  a 

State  School  Building  Act  of  1949 1-44  1952-1978  $250,000,000  -  $180,100,000 

State  School  Building  Act  of  1952 i-5  1955-1990  185,000,000  -  96,900,000 

State  School  Building  Act  of  1954 3J-5  1959-1984  100,000,000  -  46,100,000 

State  School  Building  Act  of  1956 1-5  1960-1985  100,000,000  -  40,000,000 

State  School  Building  Act  of  1958 3-5  1961-1987  220,000,000  -  73,100,000 

State  School  Building  Act  of  1960 %0-5  1963-1990  300,000,000  -  7S,600,000 

State  School  Building  Act  of  1962 y^-5  1966-1991  200,000,000  -  35,600,000 

State  School  Building  Act  of  1964 "3-5  1967-1994  260,000,000  -  27,600,000 

State  School  Building  Act  of  1966 3}-7  1970-1991  275,000,«00         $94,900,000  8,575,000 

Totals,  Partial  Self-Liquidating  Bonds $1,890,000,000         $94,900,000       $586,575,000 

Totals,  General  Fund  Bonds $3,695,000,000       $369,900,000       $S63,545,000 

SELF-LIQUIDATING  BONDS  b 
California    Water    Resources    Develop- 
ment Bond  Act  of  1959 %)-64       1973-2021  $1,750,000,000       $250,000,000 

HARBOR  BONDS 
San  Francisco  Harbor  Improvement  of 

1909  c   4        1951-1985         $9,000,000  -  $7,409,000 

San  Francisco  Harbor  Improvement  of 

1913  <J   4        1955-1989         10,000,000  $550,000  7,050,000 

San  Francisco  Harbor  Improvement  of 

1929  e   1^-3}       1952-1983  10,000,000  -  6,990,000 

India  Basin  of  1909 4         1941-1985  1,000,000  147,000  668,000 

Harbor  Development  of  1958 1 1-6         1964-1998  60,000,000  -  10,780,000 

Totals,  Harbor  Bonds $90,000,000  $697,000         $32,897,000  $56,406,000 


Outstanding 


$118,000,000 
141,000,000 
218,000,000 
332,500,000 
210,030,000 
62,S00,000 

110,700,000 

10,000,000 

50,000,000 

$1,253,030,000 


$69,900,000 

88,100,000 

53,900,000 

60.000,000 

146.900.000 

221,400,000 

164,400,000 

232,400,000 

171.525,000 

$1,208,525,000 

$2,461,555,000 


$1,500,000,000 

$1,591,000 

2,400,000 

3,010,000 

185,000 

49,220,000 
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Schedule  10 — Continued 

STATEMENT   OF   BONDED   DEBT   OF   THE   STATE   OF   CALIFORNIA 
AS   OF   DECEMBER   31,    1971 — Continued 


Percent  Rate 
Name  of  Issue                                                                   of  Interest 

VETERANS  FARM  AND  HOME  BUILDING  1 
Veterans  Bond  Act  of  1949                                     1^-4 
Veterans  Bond  Act  of  1951                                     l|-2^ 
Veterans  Bond  Act  of  1954                                          J-5 

Maturity 

JONDS 
1952-1972 
1954-1975 
1957-1977 
1958-1984 
1961-1986 
1962-19S9 
1966-198S 
1971-1991 

Authorized 

$100,000,000 
150,000,000 
175,000.000 
500,000,000 
300,000,000 
400,000,000 
250.000,000 
200,000,000 

Unsold 
$50,000,000 

Redemptions 

$97,200,000 
126,900,000 
119.800,000 
240.000.000 

94,500,000 
103.100,000 

44,350.000 
2,500,000 

Outstanding 

$2,800,000 

23.100,000 

55,200,000 

260,000,000 

205.500,000 

Veterans  Bond  Act  of  1956 1-5 

Veterans  Bond  Act  of  1958                                     3J-5 

Veterans  Bond  Act  of  1960                                    Vw-5 

296,900,000 

Veterans  Bond  Act  of  1962                                       3-5 

205.650,000 

Veterans  Bond  Act  of  1968                                     3HH 

147,500,000 

Totals,  Veterans  Farm  and  Home  Building  Bonds 
Totals,  Self-Liquidating  Bonds 

$2,075,000,000 
$3,915,000,000 
$7,610,000,000 

$50,000,000 
$300,697,000 
$670,597,000 

$828,350,000 

$861,247,000 

$1,724,792,000 

$1,196,650,000 
$2,753,056,000 

TOTALS,  ALL  GENERAL  OBLIGATION  BONDS 

$5,214,611,000 

a  Debt  service  for  the  state  school  building  bond  issues  of  the  State  of  California  are  paid  in  part  with  funds  of  the  borrowing  school 
districts. 

t>  The  California  Water  Resources  Development  Bond  Fund,  the  Ran  Francisco  Harbor  Improvement  Fund,  the  Small  Craft  Har- 
bor Improvement  Fund,  and  the  Farm  and  Home  Building  Fund  of  1943  provide  from  their  respective  revenues  the  source  of  fi- 
nancing for  the  debt   service  costs  that  are  disbursed  from   the  General  Fund. 

c  Callable  on  and  after  July  1,  1951,  by  lot. 

d  Callable  on  and  after  July  2,  1955,  by  lot. 

e  Callable  on  and  after  January  1,  1941,  by  lot. 

f  San  Francisco  Harbor  services  the  debt  service  pertaining  to  the  authorizations  for  $50,000,000  in  bonds,  and  the  small  craft  har- 
bors service  the  debt  service  pertaining  to  the  authorizations  for  $10,000,000  in  bonds  as  provided  by  Chapter  103,  Statutes  of 
1958,  First  Extraordinary  Session. 
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PARKS  AND  RECREATION  ACQUISITION 
AND  DEVELOPMENT  PROGRAM 

Resources: 
Department  of  Navigation  and  Ocean  Develop- 

Department  of  Parks  and  Recreation: 

State  Park  and  Recreation  Commission . 

State  Park  and  Recreation  Commission 

State  Park  and  Recreation  Commission 

State  Park  and  Recreation  Commission 

State  Park  and  Recreation  Commission ... 

State  Park  and  Recreation  Commission 

State  Park  and  Recreation  Commission 

Totals,  Park  and  Recreation  Acquisition  and 
Development  Program 

CALIFORNIA  WATER 
FACILITIES  PROGRAM 
Resources: 

Reclamation  Board  Projects. 

Department  of  Water  Resources ._ 

Department  of  Water  Resources __ 

Department  of  Water  Resources 
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Schedule   12 — Capital  Outlay 

COMPARATIVE  STATEMENT  OF  EXPENDITURES  OF  FEDERAL  AID  GRANTED  TO  THE  STATE  OF  CALIFORNIA 
FOR  THE  FISCAL  YEARS   1970-71,   1971-72,  and   1972-73 

STATE   BUILDING  PROGRAM 

Page  Actual  Estimated  Estimated 

Function  Reference  1970-71  1971-72  1972-73 

General  Government : 
Military  Affairs : 

Facilities  for  maintenance  and  care  of  federal  equipments 146  ($145,557)       ($1,83S,000)        ($1,580,000) 

Education : 

University  of  California 1110  1,585,426  -  25,320,000 

Sfitp  OoUpetps  " 

Trustees  of  the  California  State  Colleges 1146  15,831,405  13,260,692 

Community  colleges 1218  3,557,804 

Totals,  Education $20,974,635         $13,260,692         $25,320,000 

Totals,    State   Building   Program $20,974,635         $13,260,692         $25,320,000 

(145,557)         (1,838,000)         (1,580,000) 

STATE   HIGHWAY  PROGRAM 

Business  and  Transportation : 
Department  of  Public  Works : 

Division  of  Highways 482  $441,817,456       $3S9,947,984       $370,956,000 

PARKS  AND  RECREATION   ACQUISITION  AND 
DEVELOPMENT  PROGRAM 
Resources : 

Department  of  Parks  and  Recreation    (State  Park   Contingent 

Fund)  657  -  $5,799,000  $4,524,250 

CALIFORNIA  WATER  FACILITIES  PROGRAM 

Resources : 

Department  of  Water  Resources  : 

Federal  share  of  operation  and  maintenance 701  $1,563,836  $1,716,788  $1,845,500 

Federal  flood  control  contributions 701  220,294  793,000  37,000 

Totals,  California  Water  Facilities  Program $1,784,130  $2,509,788  $1,882,500 

TOTALS,  CAPITAL  OUTLAY  (Federal  funds)  b $464,576,221       $411,517,464       $402,682,750 

(145,557)         (1,838,000)         (1,580,000) 

a  Federal  funds  not  reported  in  detail  budget  schedules  and  not  summarized  in  the  Reconciliation  with  Appropriations, 
b  Federal  funds  are  not  included  in  overall  budget  totals. 
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